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New and Recent Irwin Books 


MARKETING MANAGEMENT Revised Edition 


By D. Maynard Phelps, University of Michigan, and J. Howard Westing, University of 


Wisconsin 
This new edition of an outstanding text covers all the major problems involved in i 
modern marketing management. All chapters have been thoroughly revised and 
rewritten 


MARKETING: Principles and Methods 4th Edition 


By Charles F. Phillips, Bates College, and Delbert J. Duncan, University of California 


The most widely used text in its field, this popular volume emphasizes marketing managce- 
ment and the future role of the marketing executive. All material has been updated. 


BASIC MARKETING: A Managerial Approach 


By E. Jerome McCarthy, University of Notre Dame 


A managerial approach to marketing problems is taken in this new text for courses in 
principles of marketing Marketing strategy and designing a marketing mix are } 
emphasized 


THE ROLE OF ADVERTISING 


Edited by C. H. Sandage, University of Illinois, and Vernon Fryburger, Northwestern 
University | 


This new book of readings emphasizes the role of advertising in our economy, its com- 
munication function, social impact, applications to business, and the social responsibili- ! 
ties of its practitioners 


CONSUMER AND COMMERCIAL CREDIT 
MANAGEMENT 


By Robert H. Cole, University of Nebraska, and Robert S. Hancock, University of Minnesota 


This new text is designed specifically for basic courses in credits and collections soth 
consumer credit and commercial credit management are thoroughly treated. 


WRITING FOR BUSINESS 3d Edition 


Edited by C. W. Wilkinson, University of Florida, J. H. Menning, University of Alabama, 
and C. R. Anderson, University of Illinois 


The selected articles on business communication in this volume of readings provide a 
wealth of practical material bearing on a wide variety of business writing problems. 


WRITING BUSINESS LETTERS Revised Edition 


By J. H. Menning and C. W. Wilkinson 


This leading text on business letter writing places emphasis on the important aspects of 
style and psychological effects produced by letters. Illustrated by examples of model 


letters 
RICHARD D. IRWIN, INC, - HOMEWOOD, ILLINOIS 
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success can sometimes wear 


The marketer of a new product holds in his 
hands, on day no. 1, the making of a fortune. 
But whose will the fortune be? Even as this 
marketer is grooming his product, competi- 
tion may be perfecting counter-products. 
Even as this marketer is testing, competition 
may be monitoring his test. 


Think back, on the decade’s roll of products 
whose priority was demolished by sharpened 
competitive strategy. Were these priority- 
blessed marketers neophytes? They ranked 
among the most astute marketers in the 
nation! 


Store audit, in such a climate, is a serious 
undertaking. There’s no margin for inexperi- 
ence. No latent reward for ladder-boosting, 
or apologia. Your store audit agency must 
know its business. If it doesn’t—if you have 
to replace audit panels, wait for new figures, 
stew while convulsions pass—watch out. 


Since 1946, SRI has audited more than 1,600 
test-city campaigns, Few of the nation’s top 
marketers haven’t, at some time or other, 
called on SRI for tailor made store audits. 


Selling Research, Inc. 


Equally significant: 85% of our work, today, 
is for companies we have served before. 


Client loyalty, in store audit, isn’t founded on 
batteries of machines, or phalanxes of opera- 
tors. These don’t constitute store audit, just 
as icing doesn’t constitute cake. What, then, 
are the essentials of store audit? One is store 
cooperation. The other, the unshakable de- 
termination to search out all that the client 
should know. All that’s favorable. All that 
isn’t. 

When the SRi field auditor and traveling 
supervisor and regional supervisor initial a 
work sheet, you know that inventory has been 
counted, not estimated; deliveries checked, 
not deduced. Fifteen years of building an 
organization do pay off, for SRI clients. 


You may not have immediate need for SRI 
service. But you will save priceless time if 
you get the facts now—on SRI tailor made 
store audits in market-by-market and area 
testing. And, on Sell-O-Rator® National 
Food and Drug Indexes, Selling Research, 
Inc., 92 Liberty Street, New York 6, N. Y. 


NATIONAL 
STORE 
AUDITS 


YOUR FASTEST REPORTS ON MERCHANDISE MOVEMENT COME FROM SELLING RESEARCH: Appliance * Automotive 
Confectionery * Department * Drug * Grocery * Hardware * Jewelry * Liquor * Soft Goods * Stationery * Variety 
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A Leading National Research Organization 


with Headquarters in the West 


Field Research Company, Survey Research Services, Inc. and The California Poll, 
represents one of the leading national research organizations and the largest with 
estern headquarters. 


With a technical staff of highly skilled researchers, complete IBM tabulating facilities, 
and the largest trained aa experienced interviewing corps in the West, Field Re- 
search and affiliates are fully equipped to efficiently handle all phases of market, 
opinion, advertising and media research—from planning, designing, execution and 
analysis of full-scale projects to providing | or 2 skilled interviewing hours. 


Fully staffed offices with all facilities are maintained in both San Francisco and 
Los Angeles. 


On large or small research jobs clients can be assured of high-quality, professional 
research expertly carried out by one of the most competent and experienced research 


teams in the country. 


Field Research Company specializes in 
the conduct of custom-designed research 
requiring the services of seasoned research- 
ers for planning, design, supervision, analysis 
and interpretation of findings. Special 
counsel is also provided to management on 
consumer, public relations, or ernployee re- 
lations research problems. 


A permanent staff of researchers with broad 
academic backgrounds in the social sciences 
and related fields is available. Special con- 
sulting arrangements are also maintained 
with academic authorities in 
statistics, communications research and psy- 
chology. 


The Media Research Division provides 
specially designed or package research serv- 
ices in TV, radio, newspaper, magazine and 
other advertising media fields. Among these 
services is the "Field Study Newspaper Ad- 
vertising Readership/Impact" series — the 
only cooperatively sponsored, continuin 
program of newspaper advertising researc 
available in the West. 


The California Poll, a public opinion news 
feature, has gained an outstanding record 
for its objectivity and accuracy during its 
14 years of measuring statewide trends of 
public opinion in elections and on other im- 
portant issues. Thirty-five California and 
several out-of-state newspapers support and 


ublish the Poll reports. The Poll is widely 
coun and quoted nationally as an authorita- 
tive source of information about public 
opinion in California. 


Survey Research Services, Inc. operates 
the extensive interviewer organization pro- 
viding top quality interviewing and data 
gathering service in the 13 western states 
and, through its close working agreements 
with other firms throughout the United 
States and in many foreign countries. SRS 
also maintains a skilled force of question- 
naire editors, coders, and IBM tabulating 
personnel. Interviewing and  tabulating 
services are available separately or in com- 


bination. 
field 


research company 
145 Montgomery Street, San Francisco 4 
EXbrook 2-5766 


3142 Wilshire Boulevard, Los Angeles 5 
DUnkirk 5-5259 


survey 


research services, inc. 
3142 Wilshire Boulevard, Los Angeles 5 
DUnkirk 5-7474 


145 Montgomery Street, San Francisco 4 
SUtter 1-4921 
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CIRCULATION 


The JOURNAL OF MARKETING is circulated in every state of the United States and in fifty-two 
foreign countries to sales managers, promotion managers, advertising specialists, business con- 
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RECENT TEXTS... 


EXECUTIVE DECISIONS AND 
OPERATIONS RESEARCH 

by Davin W. Miter and Martin K. Starr, 
both of Columbia University and Consultants 
in Operations Research and Management 
Science 

Provides a basic understanding of decision 
theory, operations research, and other im- 
portant recent developments for the rational 
analysis of executive decision problems for 
both students and executives. 


1960 448 pp. Text price: $7.50 


MODERN .SALESMANSHIP 
PRINCIPLES AND PROBLEMS 

by Epwin Cartes Greir, University of 
Vermont 

A tool to help the potential salesman (1) 
know his role in relation to his customers, 
the marketing framework in which he works, 
and the company he represents; (2) develop 
the ability to think creatively; (3) know and 
use proven success techniques. 

1958 528 pp. Text price: $7.50 


MARKETING RESEARCH: 
APPLICATIONS, PROCEDURES 
AND CASES 
by Joun P. Axevizos, Boston University 


A general introduction and definition of 
marketing research, its function in manage- 
ment, and how it provides guiding data to 
develop markets, products, and distribution 
methods. 


1959 676 pp. Text price: $8.50 


INTERNATIONAL TRADE, 
PRINCIPLES AND PRACTICES 
4th Edition (1959) 
by Pau V. Horn and Henry Gomez, both 

of New York University 

Hailed as a powerful guide to understanding 
international trade, this 4th Edition details 
more fully than ever world marketing prac- 
tices and the vast potentialities of foreign 
trade. 


1959 597 pp. Text price: $7.50 


To receive approval copies, write: 
[A Dept. JM, Box 903 
PRENTICE-HALL, Inc. 


Englewood Cliffs, New Jersey 
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NEW PUBLICATIONS 
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MARKETING LIBRARY ... 


AN EVALUATION OF CONTINUOUS 
CONSUMER PANELS AS A SOURCE OF 
MARKETING INFORMATION ($2.00) 


HARPER W. Boyp, JR., and RALPH WESTFALL, 
Northwestern University 


A BIBLIOGRAPHY ON NEW 
PRODUCT PLANNING ($3.00) 


Compiled by DONALD E. MEGATHLIN, The 
Kendall Company, and EDWARD J. HARTNETT, 
JR., General Foods Corp. 


CURRENT SOURCES OF 
MARKETING INFORMATION ($4.00) 


A Bibliography of Primary Marketing Daia 
Compiled by EpGAR GUNTHER and 
FREDERICK A. GOLDSTEIN, Fortune Magazine 


Order from: 


American Marketing Association 
27 East Monroe Street 
Chicago 3, Illinois 
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SECOND EDITION of a widely praised book—now revised and enlarged to 
incorporate the most significant developments in the field— 


RETAILING MANAGEMENT 


WILLIAM R. DAVIDSON, The Ohio State University; and 
PAUL L. BROWN, National Coal Association 


This new textbook is designed to give a thor- 
ough understanding of the principles and prac- 
tices for the efficient management of the modern 
retail bu: .ess. Throughout, the book’s atten- 
tion is focused on the basic management factors 
essential to sound planning, profitable opera- 
tions, and effective control of retailing pro- 
cedures, systems, and _ techniques. Small, 
medium-sized, and large-scale retail operations 


are all given full coverage as well as recent 
developments in shopping centers, chains and 
branch stores, and discount houses, Expanded 
treatment is given to merchandise planning and 
control as well as to retail accounting and ex- 
pense management. Instructor's Manual avail- 
able. 2nd Ed., 1960. 809 pp.; 102 ills., tables. 
$8.00. 


SALES MANAGEMENT 


HAROLD H. MAYNARD, late of The Ohio State University; and 
JAMES H. DAVIS, The Ohio State University 


Popular textbook evaluates the principles, pro- 
cedures, and policies of scientific sales adminis- 
tration. The functions of the sales executive in 
planning, organizing, and controlling the sales 
operation are covered clearly and in detail. 
Using examples from the best current sales 
practice, book illustrates basic principles of 
sales organization, training and operation of a 
successful sales force, market research and sales 


forecasting, and distribution costs and budgets. 
Stresses the development of the sales manager 
as a major marketing executive; explains the 
use of break-even analysis in sales planning. “A 
solid and comprehensive treatment.” — Tue 
JournaL oF Business. Instructor's Manual 
available. 3rd Ed., 1957. 666 pp.; 48 ills., tables. 
$7.50. 


| SALESMANSHIP 
Principles and Practices of Professional Selling 


ALFRED GROSS, New York University 


Highly successful textbook solidly reinforces 
basic principles with numerous practical exam- 
ples. Emphasizing a strong market study ap- 
proach, book details the complete selling process 
—from locating the prospect to closing the sale. 
Incorporates latest developments in industrial 
selling and diversified selling services. Dis- 
cusses the sales management viewpoint to- 


gether with tested procedures for maintaining 
good will, holding the customer, and improving 
sales efficiency. Eight complete sales presenta- 
tions, forty case studies, and ample questions 
and suggestions are included. /nstructor’s 
Manual available. 2nd Ed., 1959. 580 pp., 61 ills. 
$7.00. 


THE STORY OF ADVERTISING 


JAMES PLAYSTED WOOD 


A comprehensive history of advertising in 
America and England from the 16th century to 
the present. Based on sound, scholarly re- 
search, this book vividly brings to life the major 
figures of the advertising world. It offers a 
critical and impartial appraisal of advertising’s 
accomplishments and shortcomings, its contribu- 


tions to man’s material betterment, its role as a 
primary expression of the democratic concepts 
of free enterprise and choice, and its power to 
influence human values for better or worse. “A 
remarkable job of research . . . the story of 
advertising in the classic form of history.”— 
Apvertisinc Ace. 1958. 512 pp., 35 ills. $6.50. 
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NEW REVOLUTION IN DISTRIBUTION 


Raytheon launches 
new Unimarket concept 


RESULT—branch warehousing in Chicago, 
Los Angeles, Atlanta and Portland is being 


eliminated, inventories reduced over $2 mil- x \ 

lion. The same standard of customer serv- ain 
ice has been maintained and often improved } 


upon. 

It began when Raytheon Distributor 
Products Division recognized that with the, 
coming of American Airlines JET freight, 
the whole U.S. market had become just 5!4 hours wide and 2'%4 hours deep. 

Assisted by American Airlines Distrib: tion Consultant Service, Raytheon 
completely re-evaluated its distribution. It was proved conclusively that the 
additiona! cost of air shipment would be more than offset by the resulting 
sa\ zs. ‘“limination of warehouses and inventory. Reduced back order costs. 
Re aced inventory investments. 

Implementing its Unimarket program with electronic data processing equip- 
ment and automatic inventory controls, Raytheon’s Distributor Products 
Division, in conjunction with American Airlines JET freight, has reduced order- 
to-delivery time as much as 13 days. Now, a typical order of various tubes can 
be received, assembled and delivered to Boston’s Logan Airport in less than 
3 hours, for swift shipment on American Airlines’ 707 Jet Flagships. 


AMERICAN AIRLINES =AIRfreiqht 


America’s Leading Airline 
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._.#a@ new 16-page brochure describing what 


“National Family Opinion is, what it does, and 
how it can be your master key to the family market. 


We invite you to learn how NFO’s 70,000- 
family mail panel sample is constructed and how it 
is being used in the many areas of consumer research 
by over 250 of America’s best-known firms. 


P. O. BOX 315 TOLEDO 1, OHIO 


write for it 
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Watch for these Articles 
in Future Issues... 
of the JOURNAL OF MARKETING 


General Articles 


INFORMATION SOURCES ON FOREIGN MARKETING John C. Abbott 
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Martin L. Bell 
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Burton F. Bowman and Frederick E. McCormick 
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James S. Cross 
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PRODUCTS Louis A. Fourt and Joseph W. Woodlock 
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Howard L. Gordon 
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. W. Hea 
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William Lazer and Eugene J. Kelley 
THE MISSING 80,000 TOWNS Edward MacNeal 
OPERATIONS RESEARCH IN MAKING MARKETING DECISIONS 
John F.. Magee 
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William A. Mindak 
A NEW APPROACH TO SALES FORECASTING AND PRODUCTION 
SCHEDULING John Parkany 
HOW MANY CONTEST ENTRIES SPELL SUCCESS? Eugene C. Pomerance 
THE IMPACT OF SOME REGIONAL SHOPPING CENTERS 
Samuel Pratt and Lois Pratt 


FULL CYCLE FOR SELF-SERVICE? William J. Regan 
THE SALES TERRITORY AS A FIXED ASSET Michael Schiff 
, BEHAVIORAL PRINCIPLES IN SALESMANSHIP COURSES = Steven J. Shaw 
- AIRFREIGHT FROM A MARKETING VIEWPOINT George M. Shutes 
THE CHANGING MIDDLE EAST MARKET Charles F. Stewart 
HOW TO DESIGN SALES TERRITORIES Walter J. Talley, Jr. 
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Is the United States Being Priced 
Out of World Markets? 


® LAURENCE P. DOWD 


The ideas contained in this article were first presented in a summa- 


rized form at the International Marketing Session of the American Mar- 
keting Association Conference in December, 1959, and subsequently 
delivered in an expanded version at the Eighth Annual Conference of 
the Great Lakes States Industrial Development Council at Purdue Uni- 
versity in January, 1960. Because of current wide discussion of the 
subject and its importance to marketers especially, Professor Dowd's 
analysis is reproduced here in its entirety. — 

Professor bowd offers proof that, although prices of products may be 
high because of increased costs of raw materials, taxes, labor, and de- 
clining efficiency of productive organization, U.S. exports are not being 
adil out of world markets. The popular belief is based upon an erro- 
neous statistical comparison of two “abnormal” years, 1957 and 1958. 

Nevertheless, American producers may not be maintaining their share 
of world exports since they are not applying the principles of modern 
marketing management, essential to successful domestic selling, to in- 


N RECENT YEARS the attention of 
the American public has been called, as 
never before, to the problems of U.S. in- 
ternational economic and business rela- 
tions. Almost daily articles containing 
references to the export status of Amer- 


¢ ABOUT THE AUTHOR. Laurence P. Dowd is Di- 
rector of the Michigan Business Executives Research 
Conference, School of Business Administration, The 
University of Michigan. Supervising a Committee for 
E ic Development financed research project on 
“International Busi E ic Potential for Mich- 
igan Industry," he has had the opportunity to amass 
a wealth of material on American export potential. 

Professor Dowd also teaches foreign trade and 
marketing at the University of Michigan from which 
institution he received his Ph.D. in Economics. A pre- 
vious article of his, “Wholesale Marketing in Japan," 
appeared in the January, 1959, issue of the JOUR- 
NAL OF MARKETING. 


creasingly important foreign markets. 


ican products or to the current deficit in 
the U.S. balance of payments appear in 
our press. 

The decline in exports from 1957 to 1958 
of approximately $3 billion and a further 
decline in the first six months of 1959 by 
approximately $1 billion has given rise to 
much speculation as to causes. Our exports 
of gold, with reserves declining from the 
high point of $22.8 billion in 1955 to the 
present $19.7 billion, has generated nu- 
merous corrective recommendations be- 
cause of fear of the effects upon our do- 
mestic economy if this trend continues. 
The most popular explanation of this trade 
decrease and gold flow is that American 
business is pricing itself out of world mar- 
kets, and most frequently rapidly rising 
labor costs is said to be the cause. 
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TABLE 1 
TRENDS 
(1953 = 100) 
June 
Country 1950 1958 1955 1956 1957 1958 1959 
United States 88 100 106 112 117 120 127 
Canada 76 100 107 112 118 122 126 
United Kingdom 82 100 111 120 126 130 134 
Germany 78 100 112 119 129 136 140 
France 64 100 113 126 137 151 161 
Italy 17 100 107 113 117 123 125 
Netherlands 89 100 116 120 133 140 142 
Belgium 83 100 106 114 125 131 132 
Japan 61 100 111 117 123 122 125 (Jan.) 
Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 
ber, 1959). 
TABLE 2 
WHOLESALE PRICES 
(1953 = 100) 
June 
Country 1950 1953 1955 1956 1957 1958 1959 
United States 94 100 100 104 107 108 109 
Canada 96 100 99 102 103 103 105 
United Kingdom 85 100 103 107 110 111 111 
(Indst. output) 
Germany 85 100 101 103 105 106 105 
France 78 100 98 102 108 121 123 
Italy 93 100 100 102 103 101 97 
Netherlands 87 100 102 105 107 105 105 
Belgium 93 100 101 103 106 102 100 
Japan 70 106 98 102 105 98 98 


Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 


ber, 1959). 


SOME PERTINENT FACTS 


But is the United States really being 
priced out of world markets? 


Wage Rate Trends 


Widely accepted is the belief that high 
wage rates in the United States are rising 
more rapidly than in the rest of the world. 


Table 1 shows the actual trends of some 
of the major countries. Between 1953— 
the base year now used for all international 


indexes—and June, 1959, U.S. wage rates 
rose from 100 to 127. Yet the indexes of 


all other major countries showed equal or 
greater rises. Only Japan and Italy had as 
small an increase as the United States, 


TABLE 3 
EXporT PRICES 
(1953 = 100) 

June 
Country 1950 1953 1955 1956 1957 1958 1959 
United States ' 88 100 100 103 107 106 106 
Canada 91 100 99 103 103 102 104 
United Kingdom 84 100 101 105 110 109 108 
Germany 78 100 98 101 104 103 101 
France 82 100 95 99 106 116 125 
Italy 92 100 98 102 102 101 98 
Netherlands 91 100 100 102 105 102 99 
Belgium 89 100 97 103 106 99 95 
Japan 82 100 93 96 97 91 92 


Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 
ber, 1959). 
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TABLE 4 
VOLUME OF Exports 
(1953 = 100) 

Country 1950 1953 1955 1956 1957 1958 1959* 
United States 92 100 117 137 150 126 126 
Canada 88 100 105 113 115 115 105 
United Kingdom 106 100 112 119 121 116 115 
Germany 57 100 141 166 188 195 198 
France 95 100 134 120 132 138 144 
Italy 93 100 123 146 156 163 182 
Netherlands 73 100 125 130 136 149 158 
Belgium 83 100 127 136 133 136 135 
Japan 78 100 174 208 232 240 280 


* Estimated on basis of first two quarters. 
Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 


ber, 1959). 
TABLE 5 
DOLLAR VALUE OF EXPorRTS 

Country 1950 1953 1955 1956 1957 1958 1959' 
United States 10.3B 15.8 15.6 19.1 20.9 17.9 16.7 
Canada 3.1 4.6 48 5.3 5.5 5.4 71 
United Kingdom 6.3 7.5 8.5 9.3 9.7 9.4 9.8 
Germany 2.0 44 6.1 74 8.6 8.8 9.6 
France 3.0 28 4.9 4.5 5.1 5.1 5.7 
Italy 1.2 15 1.9 2.1 2.5 2.5 2.6 
Netherlands 1.4 2.2 2.7 2.9 3.1 3.2 3.5 
Belgium 1.7 2.3 2.8 3.2 3.2 3.0 8.2 
Japan 8 1.3 2.0 2.5 2.9 2.9 3.3 
World Total 57.2 75.3 84.8 94.1 101.0 96.1 102.0 


* Estimated on basis of first two quarters. 
Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 


ber, 1959). 


while the United Kingdom with 134, Ger- 
many with 140, and France with 161 were 


all substantially higher. 


Wholesale and Export Prices 


During the same period, as Table 2 re- 
veals, the domestic wholesale price index 
in the United States rose from 100 to 109. 


The other countries showed varying in- 
creases, with the United Kingdom climb- 
ing to 112 and France to 123. Only Italy, 
Belgium, and Japan had stable or declin- 
ing prices. 

Generally, the worldwide trend has 
paralleled closely that of the United States. 
Significant, however, as appears in Table 


TABLE 6 
GoLD RESERVES (in billions of dollars) 
June 
Country 1950 1953 1955 1956 1957 1958 1959 
United States 22.8 22.1 22.8 22.1 22.9 20.6 19.7 
Canada 6 1.0 1.1 1.1 11 1.1 1.1 
United Kingdom 2.9 2.3 2.05 1.8 1.6 2.85 2.8 (Mar.) 
Germany — 33 92 1.49 2.54 2.64 2.70 
France .74 59 .60 386" 56" 60" — 
Italy .26 35 35 34 45 1.09 1.19 (Mar.) 
Netherlands 31 -74 87 84 -74 1.05 1.16 
Belgium 59 .78 .93 93 92 1,27 1.27 
Japan al 2 2 2 2 2 —- 
Switzerland 1.47 1.46 1.60 1.66 1.71 1,93 1.91 


* Bank of France holdings only, other holdings unreported. 
Source: International Monetary Fund. International Financial Statistics, Vol. 12 (Septem- 


ber, 1959). 
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3, is the fact that export prices of almost 
all other countries advanced less than those 
of the United States, with Germany, Italy, 
Netherlands, Belgium, and Japan all main- 
taining stable or declining prices. 


Volume of Exports 


In 1953 United States exports totaled 
$15.8 billion, and in 1955 $15.6 billion. In 
1956 they jumped to $19.1 billion, and to 
$20.9 billion in 1957. The year 1958 saw 
a sharp decline to $17.9 billion, and a pro- 
jection for 1959 on the basis of the first 
three quarters indicated $17.3 billion. 
Comparing the indexes of export volume, 
shown in Table 4, the United States 
reached a peak of 150 in 1957, and then 
dropped off to 126 in 1958 and 1959. 

All other countries except the United 
Kingdom and Canada experienced a steady 
growth, with particularly sharp rises in 
the first half of 1959. Japan with a cur- 
rent index of 280, Germany with 198, and 
Italy with 182 were outstanding. However, 
these figures merely represent rate of 
change, and the total value of exports of 
all these countries is still substantially be- 
low the United States. Table 5 summarizes 
their dollar values. 

Gold Movements 

Table 6 presents changes in gold re- 
serves. U.S. gold reserves decreased in 
1958 by $2.3 billion, and during the first 
half of 1959 by another $1.0 billion. In 
this period the United Kingdom gained 
$1.25 billion, Italy $740 million, the 
Netherlands $400 million, Belgium $300 
million, and Germany and Switzerland ap- 
proximately $200 million each. French 
holdings have been unreported since 
1956, but it is believed that country lost 
gold. 

In other words, the United Kingdom and 
Italy gained an amount well over half the 
United States decrease. Noteworthy is that 
the gold flow has not been related to either 
commodity prices or volume of exports. 
Also, the United States still holds over one- 
half of the free-world gold stock, while 
originating only 18 per cent of total ex- 
ports. 

PRICES AND COSTS 
With these facts in mind, let us return 
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to the basic question. A problem which 
immediately arises is that two prices must 
be considered in foreign selling. They are: 
the commodity price—the amount asked 
in the producer’s or seller’s currency; and 
the exchange price—the amount which 
must be paid in the buyer’s currency. On 
occasion in international marketing the 
exchange price can be far more important 
than the commodity price. 

During the 1957-59 period the exchange 
price played no significant part, for, with 
the one exception of the French franc, for- 
eign currency values remained strong. In 
fact, were there any effects, they would 
have been favorable to American exports, 
because the exchange rates of the major 
purchasers of American products (except 
France) rose slightly. 


Causes of Rising Export Prices 


Assuming for the moment that Ameri- 
can exports have been decreasing because 
our commodity prices have risen relative 
to foreign prices, what may have been the 
causes? At least five explanations may be 
suggested. 

1. Wage rates. As mentioned before, 
most popularly accepted are rising wage 
rates. The perceptive critic of the statis- 
tics cited will point out that mere rate of 
change is insufficient for analytical pur- 
poses, rather that absolute levels must be 
considered. This is true; the United States 
does have the highest wage level of any 
country in the world. Unfortunately, be- 
cause of some loose thinking by classical 
economists and because of the manner in 
which all too frequently the principle of 
comparative advantage is taught, wages 
sometimes are considered to be the only 
cost of production. Thus, if wages are 
high, costs are believed to be high. But 
this is not necessarily true; for basically 
a high wage level is the result of a high 
level of productivity with probable low 
unit costs. 

Only if wages are rising substantially 
faster than the productivity of labor do 
producers experience a serious competitive 
disadvantage. But this does not appear to 
be true in the United States, for there is 
little evidence that wage-productivity rela- 
tionships are seriously deteriorating. Fur- 
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thermore, absolute levels vary widely both 
between regions and industries, perhaps 
nearly as widely as they do between the 
United States and foreign countries. For 
example, in 1958 regional hourly wages 
ranged from $2.17 to $2.52 average in 
the Great Lakes states to $1.45 to $1.70 
in the southeast states. Industry wages 
ranged from $3.02 for coal mining to 
$1.28 for men’s furnishings. Also, Michi- 
gan has the highest average wage rates 
of all the states, yet originates the 
largest volume of exports. 

Consequently, since our foreign competi- 
tors’ wage rates are rising at a faster rate 
than ours, the only conclusion which can 
be drawn is that they are not newly 
achieving any substantial labor cost ad- 
vantage. To charge all the decline in our 
exports to our high wages is simply “a 
lazy man’s excuse.” As proof, it can be 
pointed out that some of our largest vol- 
ume exporters are our highest wage-rate 
industries—such as coal at $3.02; tires 
and tubes, $2.74; metal working machines 
at $2.56, or engines and turbines at $2.55 
—and some of our smallest are our low- 
wage industries—such as canned foods at 
$1.67; surgical instruments at $1.95; or 
men’s furnishings at $1.28. 

2. Raw materials. High-cost raw mate- 
rial can be an important cause of high 
prices. With the various forms of govern- 
ment intervention, such as subsidies and 
parity prices for domestic agricultural raw 
materials important to industry, tariffs, 
and other cost-increasing restrictions on 
such imported basic commodities as non- 
ferrous metals or wool, and quotas on im- 
ported crude oil, raw materials constantly 
are becoming more costly to American in- 
dustry competing in world markets. 


3. Overhead, interest, and profits. High 
prices may also result from large overhead 
expenses, or an insistence on a high return 
on capital, or high profits. It is interesting 
that in 1958 there were numerous in- 
stances of foreign producers reducing 
prices on world markets notwithstanding 
increases in costs, whereas, despite the re- 
cession and reduced exports, many Ameri- 
can firms still quoted high export prices 
to maintain profit margins or cover over- 
head expenses. 

4. Taxes. A fourth cause of high prices 
may be taxes. American producers bear an 
exceptionally heavy burden of taxes for 
defense, subsidies, expanded government 
services, and foreign aid—a burden which 
it is believed is heavier than that on any 
of our major foreign competitors. One 
substantial competitive advantage enjoyed 
by some foreign producers is the remission 
of taxes on products sold in export mar- 
kets. 

5. Productive organization. Finally, and 
in some ways the most important influence 
on costs is effective productive organiza- 
tion. Traditionally, American producers 
had an outstanding advantage in efficient 
plant and management, which has en- 
abled us to turn out high-quality prod- 
ucts at low unit costs. But this advantage 
is disappearing, for our foreign competi- 
tors are building modern piants and 
studying American management methods 
intensively. To regain our position, many 
more industries need to engage in exten- 
sive modernization programs in both plant 
and management. 


ut is our export trend reaily down- 
ward? Re-examination of Tables 4 and 5 


TABLE 7 
EXPORTS OF SELECTED COMMODITIES 
(in millions of dollars) 


1950 1953 1955 1956 1957 1958 
Cotton, raw 1,024 521 477 729 1,059 661 
Wheat and Flour 489 590 483 798 848 686 
Petroleum 499 692 646 766 994 557 
Coal 278 346 495 745 846 534 
Iron and Steel Products 472 495 818 1,075 1,377 666 
Automobiles and Parts 723 963 1,238 1,357 1,309 1,083 
Machinery 2,035 3,013 3,057 3,818 4,178 8,874 


Source: Statistical Abstract of the United States, 1959, p. 889. 
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indicates that a comparison of 1956 or 
1957 figures with 1958 and 1959 is mis- 
leading, for in each year unusual influ- 
ences were being exerted. These influences 
can be seen readily upon scanning com- 
modity export data, summarized in Table 
7. 

In the earlier years there were extraor- 
dinarily large shipments of cotton to re- 
plenish stocks in foreign countries follow- 
ing a revision of the U.S. export price, 
wheat to alleviate famine conditions in 
Asia, and petroleum because of the Suez 
crisis. In 1958 and the early part of 1959 
ther2 were foreign inventory and invest- 
ment reductions as a consequence of the 
recession, which were reflected in reduc- 
tions in shipments of coal, iron and stee! 
products, automobiles and parts, and ma- 
chinery. 

Actually, about two-thirds of the total 
decline in U.S. exports in 1958 was attrib- 
uted to these seven categories of products. 
With the exception of steel, price did not 
play an important role in the reduction in 
sales of any of these commodities. And, 
despite the general decline, many firms 
and industries reported a continued and 
growing volume of trade. These included 
machine tools, railroad equipment, radio 
and TV sets, and office equipment, to name 
only a few. 

If the United States were being priced 
out of world markets, there would be defi- 
nite changes in the composition of our ex- 
ports. Finished manufactures would have 
a declining percentage and crude mate- 
rials an increasing percentage, since for- 
eign countries would continue to purchase 
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only those basic necessities of which we 
are the sole—or major—source of supply. 
Statistics of exports by economic classes, 
contained in Table 8, do not show such a 
change. With the exception of the unusual 
years 1956 and 1957, our exports of fin- 
ished manufactures have had a steady per- 
centage growth to a total of 61 per cent 
of all exports, while crude materials and 
foodstuffs have remained constant or de- 
clined. 

Moreover, with economic recovery, a 
substantial revival in total export volume 
occurred, with third quarter 1959 exports 
being over 10 per cent greater, seasonally 
adjusted, than for the first two quarters. 
This was one of the largest quarter-to- 
quarter increases in recent years. Signifi- 
cantly, approximately one-half of this in- 
crease was in shipments to the industrialiy 
competitive nations of Western Europe. 
Although the rise was widely spread 
among different industries and products, 
particularly outstanding were chemicals, 
machinery, automobile assemblies and 
parts, and civilian airplanes. And some $19 
billion in foreign-owned short-term bal- 
ances remain on deposit in American banks 
to be paid over to those who exert the most 
effective sales inducements. 

Firms and industries which have re- 
ported continued declines in recent years 
include some for which there had been 
high product demand in the postwar pe- 
riod and which had enjoyed an essentially 
monopolistic position in world markets. 
In some instances they have failed to rec- 
ognize the revival and resurgence of 
foreign competition both in increased pro- 


TABLE 8 
U.S. Exports By ECONOMIC CLASSES 
(in millions of dollars) 


1950 1953 1955 


1956 1957 1958 


Total % Total % Total % 


Total % Total % Tota! % 


Crude materials 

1.886 18.60 1.626 10.39 1.907 12.37 
Crude foodstuffs 

760 17.49 962 6.15 930 6.03 
Manufactured foodstuffs 

634 6.25 759 485 1.012 6.57 
Semi-manufactures 

1.121 11.05 1.423 9.09 2.309 14.97 
Finished manufactures 

5.741 56.61 10.881 69.52 9.260 60.06 


2.515 13.28 3.110 15.05 2.1387 12.08 
1.332 7.04 1.332 645 1.280 17.23 
1.264 6.67 1.163 5.63 1.102 6.23 
2.775 14.65 3.242 15.68 2.275 12.96 
11.054 58.36 11.823 57.20 10.900 61.60 
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duction available for export, and in appli- 
cation of modern management techniques, 
especially marketing. 


MARKETING MANAGEMENT IN EXPORTING 

This poses a further fundamental ques- 
tion. As a practical matter, how important 
are prices in making purchasing deci- 
sions? Consider our domestic markets and 
the prevalent price lines of both consumer 
and ‘producer goods. The cheapest prod- 
ucts, whether aspirin, frying pans, refrig- 
erators, automobiles, office machines or 
machine tools, are commonly not the larg- 
est volume sellers. Even when products 
appear to be identical, other factors than 
mere price strongly influence the purchas- 
ing decision. 

Ask yourself, as either a consumer or a 
business executive, how many times dur- 
ing the past year have you purchased a 
specific product—a breakfast cereal or a 
piece of capital equipment—solely on the 
basis of price? In world markets as in 
domestic markets, unless the differential 
is great, there may be other more domi- 
nant factors than mere price in deciding 
between diverse sources of supply. 

Constantly stressed by alert business 
executives and by writers in the JOURNAL 
OF MARKETING is the importance of mod- 
ern marketing management for successful 
selling. Are the principles being applied 
in foreign as in domestic markets? Let 
us make a few comparisons. 

1. Merketing Research. From all avail- 
able sources of information it is evident 
that few companies spend as much of their 
sales dollar for foreign as they do for 
domestic marketing research. Yet in do- 
mestic marketing it is considered essen- 
tial. A defense may be offered that ade- 
quate research is impossible because of 
a lack of competent personnel, undeveloped 
techniques, or absence of necessary data; 
but those companies earnestly making the 
effort are finding the results quite satis- 
factory. 

2. Product Planning. Although the 
“glamor” of American products, as such, 
has almost disappeared and foreign buyers 
are turning to those which will satisfy 
their particular demands, only a limited 
number of companies are engaged in prod- 


uct planning for foreign markets. Most 
firms would not consider producing for 
the domestic market without intensive 
planning. Not only are our foreign com- 
petitors planning products to meet the 
demand in foreign markets, but they are 
invading American markets. Witness the 
tremendous increase in imports of small 
foreign automobiles, high-style clothing, 
and home furnishings. As a consequence 
of this penetration of our markets, some 
American producers are being compelled 
to re-evaluate carefully their domestic 
position. 

8. Advertising and Sales Promotion. 
Few American firms undertake as inten- 
sive advertising or sales campaigns in 
foreign markets as they believe necessary 
to develop domestic markets; and, instead 
of training and sending out salesmen to 
secure orders, they may wait for foreign 
customers to come to them. 

4. Credit. In insisting on a Letter of 
Credit, American companies are requiring 
payment of cash in advance. Such terms 
used domestically, when competitors are 
granting liberal credit, would not be con- 
ducive to a successful volume of business. 
Those responsible for credit decisions in 
American companies must learn basic 
principles of foreign finance and means by 
which credit can be extended to over- 
seas buyers. 

5. Currency Price. In selling in foreign 
markets American firms continue to insist 
on quoting dollar prices and to require 
payment in dollars. Yet these same com- 
panies seldom place orders with foreign 
suppliers which quote prices and require 
payment in a foreign currency. No won- 
der foreign customers are being lost to 
competitors who are willing to make quo- 
tations and accept payment from buyers 
in their own currencies. 

6. Delivery. American purchasing agents 
are quite reluctant to place orders with 
suppliers who quote uncertain delivery 
dates at some distant future time, espe- 
cially when they can secure prompt deliv- 
ery from other suppliers. Traditionally, 
American suppliers have had a reputation 
for prompt and promised delivery; how- 
ever, in recent years this tradition seems 
to be disappearing, for complaints have 
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been increasing that American suppliers 
are quoting long delivery times and all 
too frequently not making deliveries when 
promised. At the same time our foreign 
competitors, with increased output avail- 
able, are moving toward greater prompt- 
ness. 

7. Service. Domestically, suppliers of 
capital equipment have found it vital to 
taaintain stocks of repair and replacement 
parts close to customers, for they have 
found that purchasing agents take pro- 
duction delays from shutdowns into consid- 
eration when making purchasing decision. 
All too commonly in foreign markets, the 
basic policy of American suppliers is to 
maintain parts stocks only in the United 
States; when repairs and replacements 
are needed, they are shipped from here 
with resulting long shutdowns of pro- 
duction by the foreign equipment user. 
Foreign suppliers, especially British, Ger- 
man, and Japanese, are establishing parts 
supplies close at hand to service their 
customers quickly. 

All of these aspects of modern market- 
ing management are as predominant over 
mere price in the purchasing decision of 
foreign buyers as of domestic. If we are 
not expanding export markets, the cause 
is not that we are pricing ourselves out 
of those markets, but rather that we are 
failing to apply principles of modern mar- 
keting management. 
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Mention should also be made of the 
real causes of our deficit in the balance of 
payments, for we do have a current deficit. 
They are not the decline in exports as 
such, although admittedly the decline has 
amplified the difficulty. Rather the causes 
are our continuing large military expendi- 
tues abroad, averaging between $2.75 and 
$3.1 billion annually, and our capital move- 
ments both Government and private. 

Our foreign investments in 1956 
amounted to $3.6 billion, in 1957 to $4.2 
billion, and in 1958 to $3.9 billion. A 
probable contributing factor to our deficit 
is that an increasing percentage of these 
investment funds is being used to pur- 
chase capital equipment from foreign sup- 
pliers, rather than from American sources. 
Insufficient sales effort is being devoted 
by our capital-equipment suppliers to sell- 
ing to those firms known to be building 
plants abroad. 

Success in world markets today is a 
challenge of ideas. When management 
principles and ideas are developed and 
applied as well abroad as they are domesti- 
cally, and when we reassert our position 
as the world economic leader and actively 
encourage a freer flow of trade in all 
directions, our deficit in the balance of 
payments will disappear rapidly. At that 
time we may hear complaints by our 
foreign competitors that it is their prod- 
ucts which are being priced out of world 
markets. 
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THE ABCs OF ARF’S PARM 


(A Response to the Advertising Research Foundation’s Invitation to Interested 
Persons to Offer Their Interpretations of the 1955 Experiment Conducted 
' by the Committee on Printed Advertising Rating Methods) 


® DARRELL B. LUCAS 


The Advertising Research Foundation in 1955 conducted an experi- 
mental study of advertising research methods which is probably the 
finest example published in this field. A Committee, known as the 
Printed Advertising Rating Methods Committee (PARM), expended 
over $100,000 duplicating the field methods of the two leading com- 
mercial research companies working on printed advertising, namely, 
Daniel Starch and Staff and Gallu Z Robinson, Inc. 

PARM designed and supervised the study, then tabulated and pre- 
sented the numerical findings. The Committee did not attempt to 
present an official interpretation of the findings or to make specific 
recommendations. Instead, ARF invited all interested advertising re- 


response to 


HE MAY 16, 1955, Life magazine 
issue was the center of one of the 
best designed experimental studies ever 
published in advertising research. This 
was the issue on which the Advertising 
Research Foundation conducted its “Study 
of Different Techniques of Measuring the 
Readership and Remembrance of Printed 
Advertisements.” The study was conceived 
and executed, although not interpreted, 
by the Committee on Printed Advertising 
Rating Methods, hereinafter referred to 
as PARM. 
Very briefly, ARF attempted to dupli- 
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advertising research at New York University for the 
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with commercial activities in advertising. He is 
Chairman of the Department of Marketing, School 
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University, and for sixteen years has served as re- 
search consultant to Batten, Barton, Durstine and 
Osborn, Inc. 

Dr. Lucas was Technical Director of the Advertising 
Research Foundation from 1944 to 1959, and served 
on the Printed Advertising Rating Methods Com- 
mittee. Upon leaving ARF in 1959, one of his first 
projects was to develop for the JOURNAL OF MAR- 
KETING his own digest and interpretation of PARM. 


search people to make their own analyses and interpretations. 
After five years, this is the first attempt at a comprehensive published 
e Committee's invitation. 


cate the commercial procedures of the 
Starch Advertisement Readership Service 
and Gallup & Robinson Impact studies 
on a magazine issue which was also meas- 
ured by both companies. The background 
for the study and the reasons for bring- 
ing the two techniques together on a single 
issue will be commented on later. The 
essential fact is that four sets of data 
were produced on the one issue of Life 
magazine: the Starch syndicated ratings; 
the ARF attempt to duplicate these find- 
ings; the confidential Impact findings of 
Gallup & Robinson; and the ARF dupli- 
cation of Gallup & Robinson. Some ad- 
ditional control information was also 
obtained. 

Why should this 1955 experiment be 
reported on and evaluated at this time? 
There are several reasons: (1) It was 
probably the finest example of experi- 
mental design ever reported on advertising 
research. (2) The findings were never 
officially interpreted by the PARM Com- 
mittee. (3) The author was associated 
with ARF and the PARM Committee 
through 1955 and into 1959, and so could 
not present his independent, objective 
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analysis heretofore. (4) The writer is 
aware that practically no response was 
made to the PARM Committee invitation 
for others to offer their interpretations 
of the findings. (5) In addition, some 
recent data have shed new light on the 
subject. 


Following the popularization of the rec- 
ognitiou method for measuring magazine 
advertisements by Dr. George Gallup 
around 1930, a syndicated rating service 
was established by Daniel Starch and 
Staff in 1931. In the course of twenty- 
nine years of continuous surveys of most 
leadi.g magazines, Starch ratings have 
been an important influence on copy and 
layout techniques. 

The basic method of the recognition 
interview is extremely simple. People who 
state that they have read a particular 
magazine issue are asked to go through 
it, page-by-page with the interviewer, and 
to point out the advertisements they saw 
and to tell how much they read. Inter- 
viewers. are supposed to hold onto the 
magazine and turn the pages; but it is 
usually emphasized that they are not ‘to 
point to any particular advertisement until 
after the respondent has designated it as 
having been seen. Then the interviewer 
may probe for details seen and read within 
the advertisement. 

Starch Advertisement Readership rat- 
ings have been criticized, both with regard 
to weaknesses of the basic method and 
with regard to operating procedures. 
Questions have arisen as to whether people 
can and do report accurately on advertise- 
ments seen or read. The size of sample 
and the means of choosing the sample 
have provoked questions and challenges as 
to the representative quality of the find- 
ings. 

Starch presents recognition ratings of 
advertisements as indicating the extent 
to which they have been noted by the 
reader of the issue. If this is correct, it 
means that the recognition scores are a 
measure of behavior, that is, the act of 
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looking at the advertisements in the maga- 
zine. Some have challenged this and ar- ' 
gued that these ratings are more a meas- 
ure of memory, or recognition. The facts 
have not been established. 

Dr. Gallup was also a leader in promot- 
ing the recall technique for measuring 
proved identification of advertisements re- 
membered, and the recall of sales points 
in the copy. This technique, in which the 
interviewer keeps the magazine closed, 
was applied mainly to “experimental” 
dummy magazines when Gallup & Robin- 
son, Inc., was established in 1947, but 
since 1950 has been directed more and 
more to advertisements in regular issues 
of The Saturday Evening Post, Life, and 
McCall’s. 

The technique requires that the respond- 
ent establish himself as having read the 
particular magazine issue; then he is 
shown a list of brand or company names 
and asked whether he saw an advertise- 
ment of each in the issue; after that he 
is asked searching questions about details 
of appearance and content, a process ap- 
propriately called aided recall. 

Gallup & Robinson have a problem in 
that the average reader can recall so little. 
Also, to avoid possible comparisons be- 
tween publications and between issues, 
they set the mid-point for each measured 
issue at a predetermined norm, and then 
distribute the recall scores of all adver- 
tisements on a relative scale within a 
controlled range. The findings are made 
available only to clients under contract, 
and so are not exposed for general scru- 
tiny. All of these factors have led to 
doubts and challenges in the industry. 


The original purpose of the PARM Com- 
mittee was to design a nearly ideal meas- 
ure of readership and remembrance of 
printed advertisements; or to invent a 
more profound evaluation than readership 
measures if possible. However, because of 
doubts regarding available magazine ad- 
vertising surveys, it was decided first to 
duplicate the current methods of commer- 
cial operations and to check their con- 
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sistency. A third method, known as 
Readex, was also checked. Readex, how- 
ever, introduces a subjective evaluation of 
reading interest which makes the signifi- 
cance of the scores extremely difficult to 
define. Actually Readex did not study the 
PARM issue of Life. It is the opinion of 
the writer that the Readex operation 
should not properly be included in this 
grand-scale experiment, and hence the 
data are not examined here. 

ARF employed Alfred Politz Research, 
Inc., to conduct all field work. Starch and 
Gallup & Robinson may rightfully ques- 
tion whether anyone could quickly train 
a field staff equivalent to their own. It 
would seem that some allowance must be 
made for variations in the level of inter- 
viewing accomplished by the three com- 
panies. This is not to be construed as 
reflecting unfavorably on any of the com- 
panies involved; rather, it points up an 
inescapable problem in conducting such 
a test. 

The experiment in replication of the 
two survey operations was conducted on 
a single issuc of Life dated May 16, 1955. 
It would appear that the Committee de- 
liberately ran this parallel test in order 
to compare the two commercial opera- 
tions. The writer thinks comparison is a 
minor consideration, on the premise that 
the two operations are designed to meas- 
ure, and probably do measure, two sub- 
stantially different things. Nevertheless, 
it is evident that a considerable economy 
was gained by concentrating the two trial 
runs in one field survey. 


WHY THE EXPERIMENT IS OUTSTANDING 


The fact that a single PARM survey 
expended well over $100,000 to replicate 
a Starch survey and a Gallup & Robinson 
survey on a single magazine issue makes 
this a notable experiment. It required 
that both research organizations define 
explicitly every step of their procedure, a 
process in which both co-operated fully. 
Such a check of consistency, or possibly 
validity, has seldom been attempted in 
advertising research, certainly not on 
such a grand scale. This alone, without 
any of the special features which were 


added, makes the experiment an academic 
advertising research man’s dream. 

The PARM Committee was not satis- 
fied merely to duplicate two commercial 
research operations, but actually multi- 
plied the cost several times in order to 
add meaning to the data. Each population 
sample was extended to over 13,000 house- 
holds in order to include more than 600 
households in which the selected respond- 
ent had already looked into the measured 
issue of Life. This added stability to the 
PARM findings, and made it possible to 
build in some fourteen controls. Thus, it 
was possible to break down the tabula- 
tions by such common characteristics as 
age, sex, education, and socio-economic 
level. 

Ratings were obtained on ability of the 
interviewers, ease of obtaining the inter- 
view, length of the interview, and whether 
or not the interview was completed. 
Readers were also classified as prospective 
customers and nonprospects; separate 
classifications were made for most of the 
advertisements. On the assumption that 
scores might vary according to the time 
spent reading the publication, estimates 
of reading time were obtained. 

Since both rating methods depend upon 
the memory of the respondent, a great 
deal of effort was made to study variables 
likely to influence memory performance. 
Estimates were obtained of the time 
elapsed between the interview and the 
last reading of the issue, and the time 
elapsed since first reading; publication 
date was also related to interview date. 
Inquiry was made as to whether the issue 
was first seen in or out of the home and 
how the reader had obtained the issue in 
the first place. Noting of advertisements 
in other magazines was also asked about; 
this is part of the Gallup & Robinson 
procedure. 

Efforts were also made to determine 
certain functions of the interviewing pro- 
cedures, as distinguished from the quality 
of original magazine reading. Different 
starting points in the issue were used in 
the recognition method as well as both 
forward and backward sequences of the 
magazine pages. Finally, since the base 
of total readers always affects the magni- 
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tude of percentage scores, and since dif- 
ferent methods are used to qualify a 
reader for purposes of interview, PARM 
experimented with different qualifying 
procedures. 

Altogether, through enlargement of the 
sample and by ascertaining the back- 
ground checks above, it was possible to 
answer many questions in the form of, 
“What would happen if... ?” The ad- 
vertiser whose advertisement is in the 
back of an issue may wonder what would 
happen to his score if the interview 
started near the back instead of at the 
front. There has long been a question as 
to what would happen if either or both 
commercial operations were based on a 
probability sample. Controversy over 
magazine audience studies has raised the 
question as to what would happen if all 
pass-along readers were separated from 
primary readers of a magazine. These 
and many other questions were answered, 
in whole or in part by the findings. 


Comparisons will be restricted to only 
one of the measures obtained by each 
research method. Recognition ratings for 
noting of advertisements will be used, al- 
though the method also gives evidence on 
perusing and reading of the noted adver- 
tisements. The Proved Name Registration 
scores will be compared in the aided recall 
surveys, although the interview probes 
much deeper into memory of specific art 
and copy features, and into their possible 
influence. Proved Name _ Registration 
(PNR) means that the respondent de- 
scribed the advertisement well enough to 
establish (1) that he had actually seen 
it previously, and (2) that he associated 
the advertisement with the correct prod- 
uct or company. 

Noting and PNR are not necessarily the 
most useful or significant outcomes of 
recognition and aided recall research. 
They are, however, the largest scores ob- 
tained through each procedure and repre- 
sent maximum levels of attainment for 
the advertisements. The average noting 
and PNR scores respectively, for 96 full- 
page and larger advertisements rated by 
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Starch and 89 scored by Gallup & Robin- 
son, combining mer and women, are: 


PARM Noting 21.7% 

Starch Noting 26.4% 
PARM Proved Name Registration 3.0% 
Gallup & Robinson PNR 4.8% 


Some of the findings seem to point to 
definite conclusions, even though the 
study measured only one magazine issue. 
The women’s scores for PARM and Starch 
showed an 85 per cent agreement (co- 
efficient of determination, .85, which is 
the square of the rectilinear correlation 
+.92). This would indicate that Starch 
advertisement noting scores produced by 
housewives are generally stable and capa- 
ble of being duplicated by other research 
operators. The correspondence for men 
was 74 per cent. 


Scores for women on aided recall showed 
68 per cent agreement between PARM 
and Gallup & Robinson. The agreement 
for men was only 37 per cent. The score 
of 37 per cent, which is based on rec- 
tilinear correlation of +.61, indicates 
either instability of the male samples or 
inability of PARM to duplicate the Gallup 
& Robinson operation. Since neither com- 
mercial operation employs a probability 
sample, it would appear that Starch comes 
off with high consistency and that prob- 
ability sampling methods could not have 
greatly improved the ratings for this 
one issue. The conclusions regarding the 
Gallup & Robinson procedure are not so 
self-evident. 


Briefly, the conclusions on many survey 
details were reassuring. There follows a 
digest of the results, largely as reported 
by PARM Chairman, Sherwood Dodge, 
to the American Association of Advertis- 
ing Agencies at their annual meeting in 
White Sulphur Springs, West Virginia, 
in 1956. The Dodge report contained some 
generalizations with which this writer 
does not agree, and the reason for writ- 
ing this article was to develop the author’s 
own interpretations based in part upon 
new evidence. However, the essence of 
the specified findings, which have not 
been widely published, should be repeated 
here. 


it 

7 SOME OF THE MORE CONCLUSIVE RESULTS 
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Women and men both had average 
PARM recall scores of 3.0 per cent on 
full-page and larger advertisements; but 
women exceeded men by 20.7 per cent 
to 17.6 per cent on average noting of all 
125 advertisements, one-half page and 
larger, rated by both PARM and Starch. 
It is no new discovery that women are 
better readers of magazine advertisements 
than men. PARM also showed that age, 
education, and socio-economic level had 
little effect on recognition ratings. How- 
ever, aided recall scores were actually 
lower for people of higher socio-economic 
status. The implications of this finding 
are not readily clear. 

Those interviewers who were rated as 
more competent—largely on a subjective 
basis—produced higher scores on recall 
than the less competent field workers. Re- 
call scores were: for interviewers above 
average, 3.3 per cent; average, 2.8 per 
cent; below average, 2.0 per cent. Recog- 
nition ratings are less influenced by com- 
petence of the interviewers, and remain 
around 19 per cent on an average. Fur- 
thermore, respondents who are difficult to 
interview, because of location or antago- 
nism, perform nearly as well on recogni- 
tion as those easier to interview. Since it 
is assumed that probability sampling is 
more likely to reach out to the difficult 
people than are traditional sampling 
methods, the differences obtained in rec- 
ognition for this issue of Life are not 
sufficient to justify the extra cost of 
probability sampling. 

Longer interviews, as has been sus- 
pected for many years, tend to depress 
memory scores, regardless of the quality 
of original reading. The PARM issue of 
Life happened to be exceptionally thick, 
so that it was possible to score 96 full- 
page and larger advertisements by both 
methods. A total of 125 advertisements 
was scored on recognition, which covered 
all sizes half-page and larger. Both meth- 
ods used sequences permitting all of the 
advertisements to be asked about in each 
of six equal segments of the interview. 
The average scores for each sixth are, 
therefore, independent of the particular 
advertisements included. The average 


scores for each consecutive sixth part for 
both methods were: 


Recognition Aided Recall 
(Noted) % (PNR) % 
ist Gixth ...... 4.2 
2nd Sixth 20.9 4.2 
3rd Sixth 18.2 3.0 
5th Sixth 18.4 2.4 
Last Sixth 18.0 2.7 


The PARM recognition findings dropped 
from an average of 22.9 per cent early 
in the interview to 18.0 per cent near 
the close. Verification of this phenomenon 
was sufficient to encourage Starch to in- 
stall a regular procedure, requiring that 
each interview begin at a randomly se- 
lected page and continue in a forward 
direction around to the same point. This 
helps to equalize the depression of scores 
on individual advertisements, but does 
not eliminate the downward influence. 

Recall scores fell from 4.2 to 2.7 per 
cent between the early and later parts 
of the interview. However, the Gallup & 
Robinson interviewing process first ap- 
proaches advertisements by showing ran- 
domly arranged cards displaying the 
brand names or company names. This 
practically insures equal opportunity for 
each advertisement measured in the issue. 

These variations during the course of 
the interview are probably a conserva- 
tive indication of the influence of thick- 
ness of issue on the interview function. 
The interviewer knew in the PARM Study 
that the interview would be long. The 
respondent also could soon discover that 
all parts of the issue would be covered. 
The atmosphere might have been consid- 
erably more favorable if the survey had 
used a more typical issue, only about 
half as thick. 

Emphasis should be placed on the fact 
that the interview function may suffer 
when actual reading has not fallen off. 
People read magazines because they are 
interested. A thick issue or thick publi- 
cation usually has proportionately equally 
sustaining interest incentives. If readers 
have more time or if issues are thin, 
they simply read more issues. There is 
little reason for actual reading of specific 
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advertisements to suffer when issues grow 
bigger. Nevertheless, claims of noting fal! 
off in long interviews, as do actual per- 
formances in aided recall. 

Examination of the interviews with 
women, however, shows that readers 
claimed fewer and fewer advertisements 
as they proceeded through the initial list 
of brand and company names. The ability 
of women to convert these initial claims 
into Proved Name Registration did not 
fall appreciably. This may indicate that 
aided recall was not reduced because of 
thickness of issue; instead, female re- 
spondents may simply have been bored 
with checking the long list of products 
in the interview. 

It was thought that experience from 
interrupted interviews would furnish ad- 
ditional information on the size of scores 
in relation to the number of advertise- 
ments covered. Fortunately more than 90 
per cent of the respondents who started 
the questions on individual advertisements 
carried on through the complete issue. 
The remaining base of incomplete inter- 
views was too small to use for compara- 
tive purposes. 

The classification of respondents for 
each advertisement into prospects and 
non-prospects is always a difficult process. 
As might be expected, persons judged to 
be prospects developed higher scores in 
both recognition and recall. The crude 
classifications obtained by PARM showed 
50 per cent advantage in recognition (25.5 
vs. 17.5 per cent), and approximately 100 
per cent advantage in aided recall (3.8 vs. 
1.8 per cent) for persons judged to be 
prospective customers. Another factor 
which showed higher scores in recall, as 
might be expected, is the reporting of 
greater amounts of time spent reading 
the issue in the first place. Recognition 
scores vary only slightly in relation to esti- 
mated reading time. — 

Of the three time intervals studied by 
PARM, the most significant control would 
appear to be the interval between the last 
reading of the magazine issue and the 
interview. Recognition ratings showed no 
consistent tendency to drop with the 
elapse of time; yet recall scores fell off 
very substantially as the interval in- 
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creased. The scores on Proved Name Reg- 

istration showed the following pattern: 
First Second 8 to6 Over 6 
Day Day Days Days 


4.5% 3.3% 2.5% 2.1% 


The recall scores were cut in half within 
a week. PARM recognition scores re- 
mained at approximately 19 per cent for 
two weeks, which is beyond the period of 
Starch interviewing on weekly magazines. 
Examination of the interval between pub- 
lication day and interview day confirms 
this pattern, again snowing no loss in 
recognition but a substantial loss in re- 
call. It is reassuring to discover that both 
commercial organizations were using ap- 
proximately the best interviewing period 
for their particular operations. 

Recurring challenges to the quality of 
magazine reading in homes which bor- 
row magazines as compared with original 
owners find little support in the PARM 
survey. Average recognition ratings varied 
only moderately between primary homes 
(20.0 per cent) and pass-along homes 
(17.3 per cent). Recognition did not drop 
substantially, even in the incidental read- 
ing of magazines outside of the home 
(17.9 per cent) which included some pri- 
mary as well as pass-along readers. Recall 
also varied only moderately between pri- 
mary homes (3.2 per cent) and pass- 
along homes (2.8 per cent); but the more 
casual exposure expected of magazine 
reading outside of the home produced 
lower scores (2.5 per cent). 

One of the factors expected to aid in 
obtaining higher recall scores is the rigid 
qualifying procedure employed in the 
Gallup & Robinson interviews. Respond- 
ents who think they have read the test 
issue are asked to describe some editorial 
feature on the inside. By contrast, in 
response to seeing the cover or examining 
the contents, Starch takes the respond- 
ent’s word on any definite claim of 
reading. 

PARM did 20 per cent of the interviews 
on recall, using the Starch method of 
qualifying readers, but found that women 
obtained approximately the same recall 
scores regardless of the qualifying 
method. Men who could pass the Gallup 
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& Robinson reader qualification were able 
to surpass men qualified only by the 
Starch method. It is hard to explain this 
sex difference unless we assume that 
women are more discriminating in their 
reading claims than are men. 


PARM was a useful experiment on the 
basis of its self-evident conclusions. The 
tentative evidence that recognition rat- 
ings do not require probability samples 
could mean a considerable savings in re- 
search costs. There was evidence that the 
simple method used by Starch to qualify 
issue readers is adequate for the purpose 
of obtaining recognition ratings of this 
type. The Starch revision of field proce- 
dure, requiring that each interview begin 
on a random page selection is an improve- 
ment. The correspondence between PARM 
and the regular Starch ratings was gen- 
erally accepted as an endorsement of this 
commercial service. 

It is when we try to get into the funda- 
mentals of the recognition method that 
conflicts arise. Those who have worked 
in magazine audience research know that 
simple cover identification (with or with- 
out inspection of the contents) can in- 
clude 25 to 50 per cent excessive claims.* 
Why should it not depress the recognition 
ratings on advertisements if a substantial 
number of non-readers of the issue are 
brought into the base? It is not possible 
that non-readers of the issue saw any of 
the advertisements exclusive to that issue. 
Enlarging the base to include many non- 
readers should lower the advertisement 
ratings. 

The same consistency which permits 
recognition ratings to agree closely re- 
gardless of base is evident in another 
experiment conducted with advertising 
research students at New York Univer- 
sity. On May 11, 1955, the day before 
release of the PARM issue of Life, ninety- 
five students were given separate copies 


1 Darrell Blaine Lucas and Steuart Hender- 
son Britt, Advertising Psychology and Re- 
search (New York: McGraw Hill Book Co., 
Inc., 1950) p. 580. 


of the Life issue in the classroom. They 
were told that the instructor would be 
nearly a half-hour late, and were invited 
to use that time on the prepublished issue. 
When the instructor entered the class- 
room, the students were given red crayon 
pencils and told to go through as much 
of the issue as they had examined and 
mark every advertisement seen and all 
of the parts looked at. Scores obtained 
from this selective audience of less than 
100, exposed under a forced situation and 
in a group, and based on their “self-inter- 
viewing” technique showed a +.67 rec- 
tilinear correlation with Starch ratings 
on the same issue. True, this is not at the 
level of the correlation between PARM 
and Starch, but it must raise doubts as 
to whether high correlation is necessarily 
proof of value. Value for what? 

There is still a more fundamental ques- 
tion. Tabulation of PARM recognition 
scores shows no drop off in recognition 
ratings within two weeks; actually they 
would not likely fall in many weeks. This 
makes for stability of scores, but it poses 
a profound question. Recognition is a type 
of memory, and memory should decline 
with the passage of time. Here are the 
PARM average recognition scores ac- 
cording to interviewing dates for May, 
1955: 


13 to 15 
19.5% 


16 to 19 
18.8% 


20 to 22 
18.6% 


23 to 28 
20.7% 


This same phenomenon has been cor- 
roborated at New York University in a 
study based on nine days of experiment- 
ing with a prepublished issue. Advertise- 
ments were exposed to students under 
controlled conditions and tested for rec- 
ognition one day later. Several separate 
groups were tested, using different inter- 
vals, and there was some decline in scores 
up to one week. After nine days, all pre- 
ceding the release of the issue, the recog- 
nition scores were as high as the first day 
aiter exposure. 

Rationalization of what is measured by 
the recognition procedure is likely to be 
inconclusive. The work of Ludeke and 
Inglis, in which recognition of editorial 
matter was compared with page expo- 
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sure records obtained by direct observa- 
tion, showed high correlation but may not 
apply in full to advertisements under 
normal conditions of exposure.? Likewise, 
in another test conducted for The Satur- 
day Evening Post, Alfred Politz Research, 
Inc., found no evidence of persistent in- 
flation of recognition claims one day after 
controlled exposure, although there was 
evidence of some 36 per cent inaccuracy 
of recognition as related to exposure.* 
PARM has demonstrated clearly that, if 
recognition is purely a memory measure, 
it is somewhat crude; otherwise there 
would be a much more definite falling off 
of scores as the time interval increases. 

The alternative of assuming that rec- 
ognition is so complete that it becomes an 
accurate indicator of the original noting 
of advertisements is also open to chal- 
lenge. One cannot readily conclude, when 
one full-page advertisement is noted by 
60 per cent and the directly facing full 
page is noted by only 30 per cent, that 
one-half of all of the 60 per cent audience 
actually did not see the facing page at all. 
Most of them must have seen something; 
perhaps they saw enough to reject the fac- 
ing advertisement. Does rejecting consti- 
tute noting? 

Recent studies of magazine page expos- 
ure operate on the assumption that all that 
is exposed is not necessarily recognized. 
The Saturday Evening Post and Look 
magazine recently have developed exposure 
scores which roughly double the scores 
obtained by recognition of advertise- 
ments.* It now appears that 80 to 90 per 
cent of all advertising pages in these 
magazines are exposed to the average 
reader. If readers do not note the full 
page, then how do they decide to “move 
on”? There must be a rejection based on 
some kinds of cues; this means there 


*H. C. Ludeke and R. A. Inglis, “A Tech- 


‘nique for Validating Interviewing Methods 


in Reader Research,” Sociometry, Vol. 5 
(May, 1942), pp. 109-122. 


"The Readers of the Saturday Evening 
Post, Number 2, Report A (Curtis Publish- 
ing Co., 1958), p. 72. 


‘A Study of Advertising Penetration in 
Look Households, Report No. 2, (Look Mag- 
azine, 1959), p. 33. 
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must be some level of perception of some- 
thing about the advertisement. How many 
cues are required to reach a level of 
“Noting”. Obviously the line is not sharp 
and clear. 

Preliminary inquiry carried on by stu- 
dents at New York University tends to 
confirm the assumption that turning of 
a page occurs only after some conscious 
impressions are made. Magazine readers, 
in a normal reading situation, were in- 
terrupted immediately after turning a 
page. In most instances they could describe 
the abandoned double page enough to 
prove it impressed them. 

Exposure research has helped to con- 
firm that recognition claims occur where 
there has been no advertising exposure. 
Out of some 70 per cent of pages claimed 
to have been exposed on an average read- 
ing day, in the Post experimental work, 
a significant number were pages not ac- 
tually opened. This error is offset by the 
fact that there are at least an equal or 
greater number of exposed pages which 
are not claimed. Thus, while the research 
is adequate to support the over-all claim 
of probable exposure, it permits many 
errors on specific pages. 

To go beyond this point in evaluating 
recognition ratings is to go beyond the 
evidence. On the whole, it would seem that 
“Noting” scores are, on an average, not 
excessive. On the other hand, “Noting” 
‘cores cannot be taken at face value on 
individual advertisements. Certainly the 
evidence does not justify the projection 
of recognition ratings to the actual num- 
ber of noters or readers per dollar. Such 
a label on Starch ratings boldly implies 
an accurate projection to total readers, a 
conclusion which is not substantiated by 
either the basic method or by current 
field procedures. 

It may seem reasonable to recommend 
that recognition ratings be used more as 
an indicator of behavior than recognition. 
This supports Starch’s use of the term 
“Noted” rather tha:. Recognized.” How- 
ever, genuine recognition usually requires 
a fuller perception of the advertisement 
than may be assured by mere exposure 
and mental “rejection.” It is well to keep 
in mind that recognition is not a con- 
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trolled response, and may frequently be 
irresponsible since anyone can claim to 
have seen anything. Perhaps some in- 
accurate claims result from genuine con- 
fusion with similar impressions of pre- 
vious advertisements in a series. But 
there is also the possibility that there is 
more desire to claim recognition of some 
advertisements than others. In the ab- 
sence of control of recognition claims, it 
is hard to estimate the degree of error 
caused by genuine confusion and the part 
resulting from motivation and other 
factors. 

The net result of this analysis, based 
on evidence and rationalization, would be 
that recognition ratings are a rough indi- 
cator of reader behavior, perhaps a guide 
to some kind of psychological contact 
more substantial than mere visual expo- 
sure. The evidence probably justifies use 
of recognition ratings by artists and copy- 
writers as a guide for improving both 
the noting and reading of advertisements. 
Allowance must be made for large abso- 
lute errors which cannot readily be de- 
tected under the usual recognition proce- 
dure. Projection to dollar values and to 
media measurement seems unwarranted. 
As for the measurement of memory 
values, the ordinary recognition method 
seems to be entirely lacking; there is no 
memory pattern in the ratings. 


The PARM effort to duplicate Gallup 
& Robinson findings on Proved Name 
Registration ran into some difficulties. Re- 
gardless of what PNR is assumed to meas- 
ure, it is clear that describing advertise- 
ments with the magazine closed is a con- 
siderable feat of memory. PARM found 
that most of the advertisements in the 
“giant” test issue—it had 216 pages in- 
cluding the covers—did not produce sig- 
nificant raw recall scores. Probably one 
of the major contributions of Gallup & 
Robinson is the development of a probing 
process which enables readers to recall 
enough advertising impressions to make 
the method practical. 

The PARM scores on aided recall 
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and +.61 for men with Gallup & Robinson 
raw scores. These correlations correspond 
with coefficients of determination of .68 
and .37 respectively. These levels of agree- 
ment are smaller than were obtained with 
the recognition method, indicating that 
PARM was less successful in recreating 
the Gallup & Robinson operation than the 
Starch operation. [f stability or repro- 
ducibility is to be the only criterion for 
evaluating a survey operation, then Gallup 
& Robinson are at a disadvantage. 

Consideration should be given to two 
major points, before drawing any final 
conclusion about the aided recall approach. 
One is the fact that Gallup & Robinson 
responses must be edited and evaluated 
to determine which individuals are to be 
credited with proving awareness of the 
name and contents of an advertisement. 
Editing is a partially subjective process 
and must remain so. 

A second consideration, and perhaps 
much more important, is the fact that 
Gallup & Robinson claim to be measuring 
recall and the scores behave like recall 
scores. Unlike the recognition ratings, the 
aided recall scores fall off rapidly from 
day to day, as shown in Figure 1. While 
there is no standardized pattern of forget- 
ting of advertising material, the rapid de- 
cline of these scores appears to be a 
simple memory function. It would be un- 
reasonable to expect stability in measur- 
ing or matching the function of aided 
recall. 

While the pattern of scores on aided 
recall seems to confirm what it measures, 
there are several features which merit 
individual attention. The method of quali- 
fying readers of the issue does not cor- 
respond with any widely-used audience 
measure. The qualifying procedure and 
the interview approach do not provide a 
maximum background of legitimate cues 
for remembering advertisements. The Gal- 
lup & Robinson procedure for “correcting” 
scores, as well as the editing procedure, 
includes judgmental processes. This last 
aspect removes the final figures from the 
category of statistical measures and may 
undermine the confidence of those not per- 
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FicureE 1. Expected patterns and actual patterns of PARM memory scores one day to 
sever: days after last reading of issue. 


of continuity in research operations, but 
submits the following possible revision 
of Gallup & Robinson procedure. The in- 
terview could begin by taking the respond- 
ent through a “stripped-down” magazine 
issue, showing only editorial features and 
asking about interest in a manner com- 
parable to accepted magazine audience 
measuring methods. Those people who 
claimed to be readers only after going 
through the issue would provide a defin- 
able base. Moreover, the cues furnished to 
the respondent by this review of the edi- 
torial content should aid considerably in 
the process of recalling associated adver- 
tisements. The current procedure of show- 
ing only the cover of the magazine 
provides too few cues for associating ad- 
vertisements in the issue. In addition, 
covers vary enormously in their distinc- 
tiveness from issue to issue. 

The problems of coding and editing, 
and the problems involved in equalizing 
the distribution of scores issue by issue, 
may not be solved so simply. Nevertheless, 
it should be possible to set up editing pro- 
cedures based on the exclusive features of 


individual advertisements as guides for 
editing. In any case, the publication of 
editing procedures would help to reassure 
outside research observers. If the pattern 
of scattering scores for each issue were 
based upon fixed mathematical rules, 
rather than the current procedure which 
is not publicized, it would again add to 
the understanding and acceptability of 
these procedures. 


Any final summary of the PARM ex- 
periment should allow for the fact that 
PARM did not directly aim at finding 
what each procedure measures. Neither 
did it provide conclusive comparisons on 
the adequacy of the methods, although 
both measured the same magazine issue. 
The fact that two different methods were 
used for qualifying issue readers makes 
it difficult to compare the advertising 
scores. The fact that both research com- 
panies furnish a considerable product 
beyond the noting or Proved Name Regis- 
tration of advertisements leaves large 
areas without any basis for comparison. 
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Much more can be gained by separate 
evaluation than by direct comparison. 
The problem of comparison is something 
like comparing the usefulness of a ther- 
mometer with that of a hygrometer. They 
measure different things, despite the fact 
that both relate to body comfort. Ther- 
mometers in the average home may be gen- 
erally consistent, whereas the home variety 
of hygrometer is usually less stable. But 
a thermometer, with all of its proved con- 
sistency, is of little use as a direct measure 
of how much moisture is in the living-room 
air. In our problem, neither research 
company claims to be operating in the 
other’s area. Nor does the writer believe 
that they do operate in the same area. 

Logic permits us to assume that recog- 
nition and aided recall begin at the same 
point, namely, 100 per cent. It may be pre- 
sumed that, if it were practical to meas- 
ure memory after an interval of a frac- 
tion of a second, both recognition and 
aided recall would be close to perfection. 
But after a more practical interval of 
days or weeks, one would expect recogni- 
tion and recall to behave more like the 
solid lines in Figure 1. PARM aided re- 
call does follow the expected rapid down- 
ward trend. PARM recognition, however, 
shows no tendency to fall at all. 

It seems reasonable to conclude that the 
recognition method is not measuring sim- 
ple memory; perhaps one is justified in 
saying it is more likely a measure of 
noting or behavior. It is not really a meas- 
ure, since there is no control whatever on 
the answers given. Respondents are free 
to say what they like to say. Yet, what- 
ever is being rated or measured is amaz- 
ingly steady—largely independent of time, 
independent of audience characteristics 
in many ways, largely independent of the 
method of obtaining the issue and of the 
place or time spent reading it, and even 
independent of interviewer skill except 
for the following of certain basic rules. 
As a result, the scores are easy to repro- 
duce, as PARM has emphatically demon- 
strated. 

Aided recall, on the other hand, behaves 
like a measure of memory—specifically a 
measure of recall or memorability. It is 
definitely a measure, too, in the sense that 


respondents cannot apply spurious meth- 
ods of raising their scores. They must 
know an advertisement in order to recon- 
struct it with the magazine cover closed. 
As would be expected, the recall scores fall 
rapidly from day to day; recall scores are 
affected more than recognition scores by 
sampling differences and recal] scores 
are considerably affected by interviewer 
skill. In fact, PARM recall scores for the 
better interviewers correlate closer with 
Gallup & Robinson PNR than do those for 
below-average interviewers. Surely these 
variables are not weaknesses of the method. 
They show that recall is affected by in- 
fluences which logically should affect re- 
call. They are, in fact, evidence of its 
practical significance. 

The above implications carry over only 
in part to the Gallup & Robinson operation 
as now constituted. The differences be- 
tween the commercial findings and those 
of PARM are disturbing to some extent. 
It is possible that Gallup & Robinson are 
less strict than PARM was in editing re- 
sponses to determine Proved Name Reg- 
istration. It may also be that the sam- 
pling differences reflect a tendency for 
Gallup & Robinson to gravitate too much 
towards the better memory performers. 
Also, perhaps Gallup & Robinson have 
been ezble to develop an interviewing staff 
which could not be matched in a single- 
stage survey. Nevertheless, it would add 
assurance if the commercial operation re- 
vised the method of qualifying issue read- 
ers and if more about the methods of 
editing schedules and scattering of scores 
within the issues were made public. 

Finally, the pointing up of flaws in 
these research operations should not ob- 
scure the contributions they have made 
to the improvement of advertisements. 
There can be little doubt that Starch read- 
ership ratings have been a major contri- 
bution to the attractiveness and the inter- 
esting quality of advertisements for more 
than a quarter of a century. They are a 
day-to-day guide to many creative writers 
in their efforts to improve their crafts- 
manship as related to audience response. 
The Gallup & Robinson research is newer 
and more expensive per unit, and has not 
reached out so broadly over the field of 
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printed advertising. Within its select 
client group it, too, is a guide to creative 
operations—not just to aid noting and 
reading, but probably to enable advertis- 
ers to come closer to obtaining more basic 
objectives. For this reason, it may always 
be better adapted to custom work with 
fewer clients than are ratings of noting 
and reading. 
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Both research methods have valuable 
separate functions in the advertising field. 
There are controversial points about spe- 
cific features of both commercial opera- 
tions, but basically both operate in an area 
where they can and do contribute useful 
research guidance. If they are to be im- 
proved, it is not by being combined or 
made more alike. 


Fallacies in Marketing Logic . . . 


To make sound marketing decisions, we must have predictions 
of effects. To have predictions of effects, we must get better 
information. To get better information, we must carefully avoid 
these fallacies in marketing logic: (1) strong versus weak, (2) 
the self-measuring image, (3) the most frequent reason, (4) 
preaching the well-known, (5) constant susceptibility, (6) sum- 
mating effects, (7) over-estimation from tests. 


—Fred T. Schreier, “Seven Fallacies in 
Marketing Logic,” Harvard Business 
Review, September-October, 1959 (Vol. 
87, No. 5), Page 111. 
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Business Gaming for 
Marketing Decisions 


and problem solving. 


decision assisting tool. 


ARKETING decisions are daily be- 

coming more difficult. As competition 
increases and markets increase in com- 
plexity, new techniques must be used in 
order to keep pace. 

One tooi which offers great promise to 
marketing management is business gam- 
ing. Although gaming has only recently 
been applied to business problems, it is 
not a new technique. Military com- 
manders have long utilized war games 
during peacetime to train personnel, to 
gain fundamental knowledge about, their 
systems, and to study battle strategies. 

The purpose of this article is to indi- 
cate several areas in which business gam- 
ing can be used to improve the quality of 
marketing decisions. 


THE CHARACTERISTICS OF A GAME 

Briefly, a business game is a simulation 
or model of part or all of a business or- 
ganization. The game may be designed 
to represent something as narrow as an 
inventory control problem or as broad as 
a high-level capital budgeting situation. 

The vital elements of both military and 
busines games are these: 


* ABOUT THE AUTHOR, Jay R. Greene is Manager 
of Advanced Business Systems at the Computer De- 
partment of the General Electric Company and was 
formerly their Manager of Marketing Research. Be- 
fore that, he was an Operations Research Analyst 
with the General Analysis Corporation where he 
worked on large-scale “computerized” war games. 

Mr. Greene has utilized business games in numer- 
ous executive development programs. He is co-author 
of the book “Dynamic Management Decision Games" 
with Roger L. Sisson (New York: John Wiley & Sons, 
Inc., 1959). 


JAY R. GREENE 
Business gaming has profitable applications in education, research, 


The author dispels several misconceptions about business gaming and 
shows how it can provide marketing management with an important 


Rules 
Structure 
Competition 
Feedback 

The rules specify the types of decisions 
a player can make and the restrictions 
placed upon his decisions by the game 
designer. For example, in a sales-oriented 
game the number of calls a salesman can 
make on customers during a given period 
could be limited. This is similar to other 
familiar games, such as chess, where the 
rules include the ways that the pieces are 
allowed to move. 

The structure consists of the constants 
and variables and the relationships be- 
tween them. Statements can be made 
which indicate the effect of a price change 
on sales volume, which could then in- 
fluence inventory. Inventory in turn could 
be related to manpower requirements in 
a warehouse. These relationships are fre- 
quently expressed mathematically, but 
this is not an absolute requirement in 
many cases. Usually these relationships 
are determined by examining historical 
data of the company’s operation and/or 
by consultation with experienced business 
men either inside or outside of the com- 
pany. 

Competition is another important fac- 
tor in gaming. If several teams par- 
ticipate in a single game, the ‘iecisions 
made by any one team will influence the 
positions of all other teams. In those 
games where a team competes solely 
against an environment, rivalry between 
teams may be created by comparing their 
final company results and their methods 
of attacking the problems. In a game, 
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players contend with several interacting 
variables, some of which are not under 
their control. Competitors’ actions, de- 
mand trends, and the like, must be con- 
sidered, but cannot be known or manip- 
ulated with certainty. 

Feedback adds a dynamic aspect to 
gaming; the decisions and results of one 
period influence future conditions. For 
example, if in the first month of opera- 
tion too many dollars are spent on the 
building of new plant capacity, to the 
neglect of research and development, fu- 
ture sales and long-range profits may 
suffer. The classical business-case study, 
in contrast, is a static study of a changing 
environment. 


A RETAILING MODEL 

Here is an example of a marketing 
game which, in spite of its relative sim- 
plicity, can be an extremely effective tool 
for demonstrating the relationships be- 
tween, and the importance of, the basic 
factors in a retailing situation. 

Assume that you have been hired as a 
buyers for two departments of a large de- 
partment store. Each of these departments 
sells a single product line—each line hav- 
ing different costs, sales prices, fixed over- 
head rates, market trends, and so forth. 

You are required to make three basic 
decisions in each time period: (1) the 
amount of merchandise to be ordered; 
(2) the number of clerks to be hired; and 
(3) the prices to be charged. The referee 
analyzes these choices and within three 
minutes provides your company with 
financial statements showing the effects of 
your decisions on the company. After 
studying these reports for approximately 
twenty minutes, a new period begins and 
new decisions are recorded. 

As a decision maker in this retailing 
game, you would be faced with the basic 
business problems of forecasting market 
demand, inventory needs, and personnel 
requirements, as well as determining 
where to place product line emphasis. You 


*For a complete description of this non- 
computer game, see Jay R. Greene and Roger 
L. Sisson, Dynamic Management Decision 
Games (New York: John Wiley & Sons, Inc., 
1959), Chapter 6. 
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would also have to keep a sharp eye on 
the relationship between cash inven- 


tories and be capable of understanding 
basic financial statements. 


COMMON MISCONCEPTIONS ABOUT GAMING 

Several misconceptions about gaming 
have arisen which are hindering the most 
effective use of the technique. Some of 
the fallacies attributed to gaming center 
around questions of optimization, mathe- 
matical prerequisites, and the use of com- 
puters. 


Gaming Not an Optimizing Device 

A business game is not an optimizing 
tool. It is a trial-and-error method used 
to gain insight into business problems that 
are too complex to be solved mathemati- 
cally. Unfortunately, even the relatively 
simple retailing game described above 
cannot be “solved” by present analytical 
techniques. Better solutions can be de- 
veloped by the players as they gain experi- 
ence with a model and have an oppor- 
tunity to observe the implications of their 
actions. But at no time can it be said that 
the best decision mix is known. 

Even when more powerful mathemati- 
cal tools are developed, gaming will not 
be able to provide the best of all possible 
answers. In a game, as in an actual busi- 
ness environment, there will be differences 
of opinion as to the objectives of the firm 
or the criteria for success. For example, 
one management might put the short-run 
profit motive above all else; another 
might consider stable employment or 
other factors equally important. 


No Mathematics Needed 


One of the major deterrents to the use 
of gaming is the rather widespread but 
erroneous belief that only accomplished 
mathematicians can develop useful games. 
To illustrate, let us assume that you would 
like to have your staff specialists experi- 
ence the types of decisions that a sales 
manager must make. Possibly the quantity 
of your product that can be sold at var- 
ious prices can be determined through 
empirical research and then stated in a 
formula. However, a quick alternative is 
to draw a reasonably shaped curve on a 
piece of graph paper and, when a price 
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decision is made, read the quantity value 
directly. For educational purposes the 
rapid method is actually superior to the 
mathematical formulation. The rough 
curves not only are less expensive to 
establish initially but they are also more 
easily changed whenever game modifica- 
tions are desired. 


Computer Not Required 

Another fallacy is the belief that all 
business games must be “computerized.” 
The purpose.to which a game is to be put, 
the complexity of the model, or the speed 
with which computations must be handled 
may indicate computer usage. However, 
experience shows that often the real 
reason that computers are used is because 
it is believed that they add glamor to a 
game; that a computer game is somehow 
more valid than a non-computer game; or 
that a complex game is always better than 
a simple one. 


APPLICATION OF GAMING TO MARKETING 
Even though gaming is a relatively new 
technique in business, applications are al- 
ready being pushed on two broad fronts: 
education, including executive develop- 
ment; and research and problem solving. 


Education and Executive Development 

The vast majority of gaming activity 
today centers around educational en- 
deavors. The use of games in college and 
in executive-development programs is in- 
creasing rapidly, and the trend shows no 
signs of abating. Games are beginning to 
form the core portion of many courses. 

There are many ways in which games 
can be incorporated into educational pro- 
grams. A game can be introduced at 
the beginning of a course to make the 
students aware of the key decision areas 
to be covered by the text and the lectures. 
Games can be used at the end of a course 
to determine whether the students are 
able to apply the principles discussed. 
They can also be played over an extended 
period—the students studying the results 
of previous rounds of play at night, turn- 
ing in their new decision the next day, 
and at the end of the class period receiv- 
ing new financial statements and other 


forms showing the effects of their deci- 
sions on the business. 

A large oil company is currently using 
this approach in training station man- 
agers. Every week the men in the field 
make their decisions and send them to 
headquarters where they are refereed. The 
results and forms for the next round are 
sent by return mail and another round 
commences. 

Several inherent advantages of gaming 
make the technique well suited for use in 
educational programs. 

First, executives and college students 
alike become tremendously interested and 
involved in a game situation. The en- 
thusiastic effort that players make to com- 
prehend a model should lead to a rapid 
learning rate and high retention. The in- 
structor is not required to stimulate 
interest in the exercise; on the contrary, 
the problem is to terminate the game ses- 
sion. The participants usually want to 
continue for “just one more period” to 
see how well they did in their earlier 
planning. 

Second, because a game is a simplified 
representation of reality, the important 
factors, forces, and effects in a business 
are more easily understood. Job rotation, 
junior boards, and similar methods may 
not give the trainee the same amount of 
insight into the truly important relation- 
ships due to the volume of detail present 
in any real business environment. 

Third, the dynamic feedback feature in 
gaming is an important learning element 
not found in lectures, textbooks, or case 
presentations. 

Fourth, compared with several other 
training methods, gaming may be less 
expensive. Non-computer games have 
been tailored to specific company prob- 
lems in a few cases for as little as five 
hundred dollars. Generalized games de- 
signed to teach basic marketing principles 
frequently cost even less. 

These statements do not imply that 
games should be used to the exclusion of 
other teaching methods. Games are most 
effective when they are part of an over-all 
program that draws upon many pedagogic 
devices. Each technique has its place and 
must be used with discretion. 
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There are a multitude of educational 
gaming applications in marketing. For 
example, they can be used to broaden 
executive experience, to encourage plan- 
ning, and to develop specific skills. 

e Broaden executive experience. With 
increasing emphasis being placed upon 
integrated marketing decisions, the de- 
mand is growing for men with a wide 
business perspective. But how is this over- 
view to be developed? Learning on the 
job can be very costly to a firm. Gaming 
is one way of providing functional special- 
ists, lower-level management, and college 
students with some practice in making de- 
cisions in unfamiliar areas. 


A game developed for a wholesale estab- 
lishment could permit the credit manager 
to try his hand at sales management and 
at advertising management. After attain- 
ing a degree of proficiency he could then 
act in a game as the company’s president 
and make top-management decisions 
affecting all functions. 

One company is planning to use gaming 
to orient its salesmen to the customer’s 
point of view. A salesman takes the part 
of a purchasing agent and is given con- 
siderable information on customer costs, 
markets, etc. It is hoped that this will lead 
to a clearer understanding of customer 
problems. 

A public utility is using a game that in- 
cludes facts about the regulatory body 
with which it must deal when requesting 
rate changes. The opportunity to study 
the economics of the industry and the 
criteria used by the commission in grant- 
ing rate increases should help utility 
personnel to prepare better presentations 
for the commission. 


e Encourage planning. The success of a 
firm is closely related to the quality of its 
planning. Unfortunately, not enough plan- 
ning is done. A iargé percentage of man- 
agerial time is spent putting out one 
“brush fire” after another. Games stress 
the benefits to be derived from sound 
planning because time is highly com- 
pressed—a 20-minute game period can be 
made to represent a year or more of busi- 
ness activity—and participants are shown 
in a dramatic way that “seat-of-the-pants” 
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decisions in the long run may result in 
lower profits. 

In the retailing game mentioned above, 
there is a two-period delay from the time 
merchandise is ordered to the time that 
the goods are received. Volume, expenses, 
and profits are highly sensitive to the 
quality of demand and inventory esti- 
mates. Players frequently comment during 
the critique period following a game that 
poor planning was the basic reason for 
unsatisfactory results. Repeat plays of a 
game with the same teams have shown a 
considerable increase in the thought given 
to planning. 

e Develop specific skills. Gaming can be 
particularly valuable in training people 
to understand, accept, and use business 
tools. Resistance to change is a common 
phenomenon and is an important barrier 
in getting personnel to use a new tech- 
nique. With the understanding gained in 
business gaming, this resistance can be 
minimized. 

It has been found, for example, that 
new employees have a better appreciation 
of tools such as an economic order quan- 
tity (EOQ) formula if they are first given 
an inventory control problem and told 
to use their best judgmerit on the quanti- 
ties to be ordered. Then they are taught 
the EOQ technique. After comparing the 
results of the two methods, there is almost 
no resistance to learning and using the 
more scientific method. 


Research and Problem Solving 


As more experience is gained with gam- 
ing, a number of important research and 
problem-solving applications emerge. To- 
day little of this work is being performed 
through the use of games; but several 
companies are experimenting with a few 
research and problem-solving applications, 
and a number of possibilities are being 
considered. Following are some of the 
applications currently being used. 

e Management-behavior patterns under 
various environmental conditions can be 
studied. The amount of information, the 
length of time permitted for making de- 
cisions, the degree of uncertainty, and so 
forth, can all be manipulated in this man- 
agement “wind tunnel.” 
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e The importance of gathering and re- 
fining various kinds of data can be evalu- 
ated through the use of business games. 
With a controlled model it is possible to 
hold all factors constant and then test the 
implications of varying the quality or 
quantity of each factor in turn. Multiple 
variance can also be studied. For example, 
it might be found that a 10 percent 
improvement in the accuracy of a long- 
range market forecast would have an in- 
significant effect on profits, thereby indi- 
cating that an expensive data collection 
program would not be justified. 

e The efficiency of various organization 
structures can be studied. The use of com- 
mittees, different line and staff combina- 
tions, and various functional groupings 
can all be analyzed with respect to the 
results obtained in a game. 

e Various marketing strategies can be 
tested with carefully tailored business 
games. An executive playing the retailing 
game discussed above thought that a good 
approach to maximizing profits would be 
to build inventory over several periods 
while the market was rising and then 


dump the entire inventory by a small 
price cut just prior to the expected sea- 
sonal decline. He neglected to test the 
market during the first few periods to see 
if demand was price sensitive. The market 
did not respond to his price cut as ex- 
pected, and he was forced to liquidate his 
remaining inventory well below cost to 
unload it. Retailers selling sun-tan lotion 
in August are faced by a similar demand 
situation. 
OUTLOOK 

Considering the rapid growth of busi- 
ness gaming and the experimental nature 
of the tool, it is not surprising that there 
have been many false starts and misappli- 
cations of this technique. Business gaming 
still has many of the characteristics of a 


fad, but valuable uses are being uncovered . 


and perspective is being established. 


As to new applications, gaming will be ; 


used to spot weaknesses in curricula and 
will assume a role in testing business 
understanding; and simple games will be- 
come increasingly important as a first step 
in the development of realistic business 
simulations. 


Reprints of every article in this issue are available (as long as the 
supply lasts) at the following prices: 


Single reprint ......... $1.00 
Three reprints ........ 1.80 


Four to 99, each...... $ 0.50 
40.00 
Additional 100’s, each. . 20.00 


Quantity Discount 
Special prices for large quantities. 


Send your order to: 
AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street, Chicago 3, Illinois 
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Pinpointing Prospects 
for Industrial Sales 


new pros 


INDING new prospects and new ac- 

counts is the “lifeblood” of any ex- 
panding industrial concern. Yet many 
companies approach this problem in a 
relatively haphazard manner. 

Sources of information as to prospec- 
tive new accounts are commonly found 
by one or more of the following methods: 
(1) from requests received directly from 
industrial prospects; (2) from advertis- 
ing, trade shows, and other promotion 
efforts; (3) from “leads” supplied by 
associates and friends; and (4) from 
salesmen “cold-turkey” calls on industrial 
plants in their territory. 

Many times these activities result in 
many wasted sales calls, particularly 
when salesmen merely follow “smoke- 
stacks” in an effort to obtain new poten- 
tial accounts. And often many good pros- 
pects are overlooked. Marketing analysis 
can aid in the search for new prospects 
by predetermining those industrial firms 
who afford the greatest probability of 
using a given industrial product and be- 


* ABOUT THE AUTHOR. Francis E. Hummel is Man- 
ager of Marketing and Merchandising for the Bassick 
Company, Bridgeport, Connecticut. Formerly he was 
Assistant to the Executive Vice President of Bryant 
Chucking Grinder Company; and prior to that 
taught at the Amos Tuck School of Business Admin- 
istration and at the University of Massachusetts. 

Mr. Hummel graduated from Dartmouth College 
in 1948, and from Amos Tuck School of Business 
Administration in 1949. 


© FRANCIS E. HUMMEL 


The primary job of sales management is to get the salesman to the 

eg = ey at the right time, and with the right information to make a 
. In marketing industrial goods, what is the “right place?" 

This article describes an organized research approach to determine 
for an industrial 

Industrial Classification System to predetermine those industrial firms 

that afford the greatest potential of becoming future customers. 
Four different methods of determining new industrial prospects are 

described; industrial directories, surveys, trade-show attendance lists, 

and promotional inquiries. 


firm. It is based on use of the Standard 


coming a new account. This can be accom- 
plished by first determining the industries 
having use for the product and the rela- 
tive purchasing requirements of each in- 
dustrial segment. These data can be used 
in conjunction with industrial directories, 
surveys, trade show attendance lists, ad- 
vertising, and promotional inquiries to 
determine the probable best sources for 
sales calls. 


DETERMINING THE INDUSTRIAL MARKET 

The first step is to classify the firm’s 
industrial market. This serves as a bass 
for the preliminary research needed to 
determine potential accounts. 

The classification system most widely 
used is the Standard Industrial Classifi- 
cation System. The §.L.C. is a numerical 
system set up by the federal government 
to classify the many different segments 
of industry. For manufacturing indus- 
tries the S.1.C. System combines and 
classifies all manufacturing into twenty 
major industry groups (designated by a 
2-digit code—example: #20, Food and 
Kindred Products). 

Each group then is subdivided into 
about 150 industry groups (designated 
by a 38-digit code—example: #202, Dairy 
Products). 

A further breakdown reveals approxi- 
mately 450 individual industries (desig- 
nated by a 4-digit code—example: #2021, 
Creamery Butter). Thus, each industry 
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has a classification number—the more 
digits, the finer the classification. 

This classification is based on the 
product produced or operation performed. 
A few industries have other classification 
fundamentals, such as materials or proc- 
esses used. However, in general, estab- 
lishments involved in similar production 
operations are grouped together and the 
product is the major determining factor 
of classification. 


The S.1.C. classification system can be 
viewed in the light of the buying motives 
of industrial purchasing agents. Purchas- 
ing agents buy things that help their 
concern to solve production, distribution, 
control, or development problems. For ex- 
ample, the machine-tool firm buys ball 
bearings to make a better product; the 
box shop buys automatic gluers to in- 
crease production. 

The industrial market is made up of 
manufacturing plants whose problems can 
be solved through the use of particular 
products or services, and who buy them 
as the best solution to their problems. If 
the problems of all industrial plants could 
be categorized into those that can or can- 
not be solved through the use of certain 
products, it could be determined what 
plants are in a certain market and the 
exact problems each one faces. 

The industrial purchasers’ problems 
stem from the product manufactured or 
the operations performed. The S.I.C. Sys- 
tem is based on these factors. Therefore, 
if you know the S.I.C. number of a manu- 
facturing plant, you have a good clue to 
the problems it faces. If you know the 
size of the plant, you have a good idea 
of the extent of the problem. 

Since plants in the same S.I.C. make 
essentially the same kind of products and 
have the same or similar production prob- 
lems, the first determining factor must 
be the listing of those industries making 
up the market for the product. Second, 
the relative importance of each §.I1.C. in- 
dustry must be determined in relation to 
each other along with the approximate 
need of each S.I.C. for your product. 
Thus, an estimate of the consumption of 


the product can be made by industries, 
areas, and specific firms from published 
8.1.C. data on production. 

The various industries (usually 4-digit 
S.1.C.) can be determined, along with 
their relative importance for a particular 
market, by three complementary methods : 
(1) sales analysis, (2) judgment analysis, 
and (3) marketing surveys. 


1. Sales Analysis 


For established products, the first step 
is to analyze past sales records and assign 
appropriate 4-digit S.I.C. numbers to the 
plant of each customer. At the same time 
other valuable statistical data can be col- 
lected regarding dollar sales, models, at- 
tachments, etc. from the sales records. 
Punch-card analysis is essential for large 
studies. 

This analysis yields valuable information 
only about past accomplishments by in- 
dustries; it tells nothing of potential 
industries not sold. 


2. Judgment Analysis 

One or more persons thoroughly famil- 
iar with the market for the product can 
go through the S.I.C. manual and check 
off the 4-digit classifications which they 
believe fall into the market. Naturally, 
accuracy depends upon the experience, 
ability, and judgment of the persons 
selected. 


3. Marketing Surveys 

Inquiries can be solicited through news 
releases, advertising, and by a widespread 
sample mail survey (discussed below). 
The inquiry returns are tabulated by 
S.LC., indicating those companies and in- 
dustries having use for the product. 

This method is particularly applicable 
to a new product or to any established 
product about which there is some doubt 
as to whether or not present customers 
encompass all the S.I.C.’s in the potential 
market. The value of this method depends 
upon receiving an adequate cross-section 
of the market and reliable respondent 
information. 


Basic Factors 


By taking the above steps, preliminary 
data will be available to determine with 
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a reasonable degree of accuracy the com- 
position of the industrial market for the 
products under consideration. Three basic 
factors will be evident: 

1. The industries having use for the 
product (called S.1.C. Effective In- 
dustries) . 

2. The proportion of plants within each 
industry that have use for the prod- 
uct (called S.I.C. Percentage). 

3. The relative value of each S.I.C. as 
a proportion of the total market 
(called S.1.C. Weight). 

For example, the above steps were taken 
by a manufacturer in analyzing the mar- 
ket for an inspection gauge. Marketing 
analysis showed that S.I.C. 3423 (hand- 
and-edge tool industry) was one of the 
Effective Industries. And 80 per cent of 
the plants in §.I.C. 3423 had inspection 
problems best solved through the use of 
its product. However, this 80 per cent of 
the hand-tool industry plants (S.I1.C. %) 
represented only 2.2 per cent of the total 
market for the product (S.LC. Weight). 

Another Effective Industry, S.1.C. 3722, 
Aircraft engines and engine parts, was 
found to be a major user. And 100 per 
cent of all the plants in S.I.C. 3722 
(S.1.C. %) had inspection problems best 
solved through the use of its products, 
representing 30 per cent of the total 
market for the product (S.I.C. Weight). 

These data can then be used as the 
basis for determining prospects. But the 
S.1.C., even on a 4-digit basis, is not a 
fine enough classification to assume that 
all plants in the same S.I.C. have iden- 
tically the same problems. Therefore, the 
fact that a sale has been made to one 
plant in any particular S.I.C. does not 
necessarily mean that all the plants in 
the §.I.C. are potential customers. For 
example, the S.I.C. does not distinguish 
between plants that manufacture their 
own component parts and those that as- 
semble parts made elsewhere. 


PINPOINTING PROSPECTS 


Once the composition of the industrial 
market is determined—that is, the indus- 
tries having use for the product, the num- 
ber of plants in each industry, and the 
relative market values of each industry— 
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marketing research can utilize this infor- 
mation to pinpoint those industrial con- 
cerns that have a use for the product or 
that afford the greatest probability of 
becoming a new account. These prospects 
must be defined by names and addresses 
of companies—not merely percentage or 
doliar figure by areas—so that field sales- 
men can call for specific follow-up. 

There are four major areas where mar- 
keting research can determine industrial 
concerns that have a high probability of 
becoming new industrial prospects—by 
use of (1) industrial directories, (2) sur- 
veys, (3) trade-show attendance lists, and 
(4) advertising and promotional inquiries. 


1. Industrial Directories 


A number of state and regional indus- 
trial directories published are by various 
organizations such as Chambers of Com- 
merce and State Development Commissions 
that list the industrial plants within their 
areas.! These directories give names and 
addresses of industrial piants and prod- 
ucts produced. Some provide additional 
data, such as employment and names of 
executives. Unfortunately they vary in 
completeness of data given and the method 
of classifying firms. There are only 
eighteen directories classifying firms on 
a 4-digit S.I.C. basis. To utilize the re- 
maining directories most effectively, the 
listings must be classified into the S.I.C. 

Such industrial directories provide an 
excellent source for finding new prospects. 
For each 4-digit S.I.C. making up the 
market for a product, each firm listed 
can be checked in relation to the sales 
and prospect files of the concern. Such an 
analysis gives a listing of plants by in- 
dustries that probably are prospects. If 
the S.I.C. percentages and weights have 
been predetermined, the probability of any 
given firm becoming a good prospect is 
evident. 

For example, one machine-tool manufac- 
turer carefully analyzed each industrial 
directory in the United States. Prelimi- 


*For an annotated bibliography of state 
industrial directories, see: M. 1. Reutter and 
N. R. Kidder, “State Industrial Directories,” 
Sales Management, Volume 81, (July 10, 
1958), pages 72-78. 
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nary research revealed that five S.I.C.’s 
made up over 75 per cent of the market 
for its specialized equipment. Only these 
industries were studied in detail. For 
each sales territory a master sales- 
analysis list was developed. The five S.1.C. 
industries were listed along with the 
names and addresses of each concern. Em- 
ployment figures were noted where avail- 
able. S.I.C. percentages and weights were 
shown for each industry under study. For 
each concern it was determined whether 
it had been sold or contacted previously. 
If no record of either, it was added to 
the new-prospect list for contact by a 
field salesman. In this meuner a number 
of firms were discovered that had use 
for the equipment and were potential fu- 
ture customers. 

Another metal-working concern utilized 
a similar approach. Personal sales calls 
were made on firms listed in the direc- 
tories for four major 4-digit 8.I.C. groups 
which accounted for 60 per cent of the 
market. The next eight S.I.C. groups, hav- 
ing lower S.I.C. percentages and weights, 
accounted for only 22 per cent of the 
market. Therefore, these “new prospects” 
were first contacted by telephone to de- 
termine whether they had a use for the 
product under study. Personal sales calls 
were then made on those firms reporting 
in the affirmative. This procedure resulted 
in a 25 per cent saving in sales time and 
expenses. 


2. Surveys 


A second way of determining new in- 
dustrial prospects is through the use of 
market-research surveys. Such surveys 
made for a given product can provide 
information whether specific plants are 
in the market for that product, and the 
extent to which they are in it. 

For example, a New England manu- 
facturing firm had an established product 
which was sold for years primarily to 
ball-bearing manufacturers. Management 
felt that the product should have more 
widespread use in the broad metal- 
working field. A mail questionnaire was 
developed to send to many 4-digit S.I.C.’s 
in the metal-working industry. The ques- 
tionnaire asked whether the plant used 


product “X” (product “X” being a type 
of product made by several firms—not a 
brand name), the number of production 
workers in the plant, how Product “X” 
was used, from whom the plant purchased 
it, the approximate annual dollar value of 
purchases, the names and titles of the 
officials responsible for specifying and 
purchasing this material, and their com- 
ments. 

Table 1 is a sample of results obtained. 
The following important information be- 
came available from this study: 

1. The names and addresses of good 
prospective accounts were learned, 
and a knowledge of use of product 
and the competition and annual vol- 
ume purchased. For example, the 
National Tool Company, a manufac- 
turer of cutting tools, purchased 
$5,000 a year of competitor’s A.B.C. 
Company’s product for use as a 
component in sealing out dust. Bet- 
ter deliveries were desired. 

2. New uses for the product were de- 
termined. For example, pressure 
sealing was the prime discovery. 

3. A list of the major disadvantages of 
Product “X” was compiled. Un- 
favorable comments regarding Prod- 
uct “X”’s performance under cold 
temperatures resulted in redesign 
of the brand. 

4. Data were obtained which could be 
further analyzed for use in adver- 
tising. For example, a number of 
concerns reported that they did not 
use the product because their re- 
quirements called for special sizes. 
The past advertising and sales- 
promotion brochures of the firm 
stressed standard lines. Future pro- 
motion was then designed to include 
mention of available engineering 
services to “tailor-make” the product 
for special requirements. 


"3. Trade-Show Attendance Lists 


Registration lists of major trade shows 
can also be helpful in determining new 
accounts. 

Classified registration lists are more 
frequently being supplied by progressive 
show managements. The lists are simply 
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compilations of information taken from 
registration cards filled out by show vis- 
itors. The information includes the v../- 
tor’s name and job title, company name 
and address, number of production em- 
ployees, and major products produced by 
the plant. Such information permits each 
visitor to be classified by company size, 
location, and §.I.C. type of product. 

These lists provide excellent data for 
marketing analysis, and obvious sales- 
promotion advantages. For example, a 
manufacturer of specialized machinery 
used the 1955 Machine Tool Show listings 
as an aid in determining market coverage 
and building a prospect list, particularly 
for some of its weaker sales areas. The 
registration lists were analyzed as fol- 
lows: (1) The data from all registrants 
in the areas under study were assembled 
separately. (2) Only plants within certain 
4-digit S.I.C.’s making a market for the 
machinery were studied; plants were fur- 
ther subdivided by S.I.C. weights and 
potentials along with plant size. (3) These 
plants were then compared with present 
prospect lists, and sales lists to determine 
specific coverage and possible new ac- 
counts. In addition, the company compiled 
its own list of show visitors to its booth. 
Such concerns not previously contacted 
were considered prime prospects because 
their representatives took the time to 
visit the manufacturer and obviously had 
an interest in the product. 

Another firm used the 1956 Material 
Handling Institute Exposition data which 
classified its registration list by twenty- 
two job titles and forty-five industry 
classifications. The firm analyzed only 
industries that were original-equipment 
users, and carefully compared this list 
to past sales records. A number of new 
prospects were discovered by this analy- 
sis, and each was contacted subsequently 
by the field sales force. 

One limitation of using trade-show 
attendance lists is that trade shows pull 
registrants most heavily from the local 
surrounding trading area of 200 to 300 
miles. This means that distant areas under 
study must be evaluated accordingly be- 
cause many plants may not have sent 
representatives to the show. 


4. Advertising and Promotional Inquiries 


Finally, a thorough analysis of adver- 
tising and promotional inquiries can be 
made. This method is particularly useful 
in determining markets for new industrial 
products. It makes use of the S.I.C. in 
order to “spot” those industries giving a 
genuine interest in the product. 

For example, one manufacturer devel- 
oped a high-frequency electric spindle for 
use on its precision machinery. These 
high-speed rotational units offered other 
industrial possibilities among many differ- 
ent industries. Therefore, an analysis of 
the broad industrial U.S. market was 
needed te determine specifically what other 
applications of the product were possible. 
It was decided that the most economical 
and efficient approach would be to solicit 
inquiries from the manufacturing commu- 
nity and to determine from those inquiries 
received, the industries having a potential 
use for the product. They would serve as 
a basis for conducting further research. 

A small advertising campaign was con- 
éucted in the Saturday Evening Post 
designed to reach a broad section of manu- 
facturing industry. In addition, publicity 
releases were prepared for twenty selected 
business publications to cover the broad 
design and metal-working field. 


As inquiries were received as a result 
of the publicity, the sales department im- 
mediately answered them. The appropriate 
4-digit S.1.C. number was then assigned 
to each inquiry, based on the major prod- 
uct produced by the plant. This showed 
that many plants within the same §.I.C. 
industry were interested in the product. 
These industries were then segregated 
and studied in detail by further surveys 
—both mail and personal interview. This 
resulted in a number of new applications 
and customers. 

The use of inquiries derived from ad- 
vertising and publicity offers many advan- 
tages for determining the market for 
both new and existing products. This 
approach is particularly applicable where 
people in the industry are not aware of 
the new industrial product, and for an 
industrial product which may have broad 
industrial usage. 
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Intentions to Purchase Related to 
Consumer Characteristics 


JEAN NAMIAS 


An earlier article by the same author in the JOURNAL OF MARKETING 
studied fulfillment of intentions to buy, or not to , as a function 
of income, liquid assets, personal debt, attitudes about one's own 
financial situation, optimism about market conditions, residence in cities, 
towns, or open country, and by size of family. It was found, for example, 
that the greatest number of buyers of household durables comes from 
consumers who at first do not plan to buy, but later change their minds 


and do buy. 


NE OF THE perplexing problems 

that faces those engaged in policy- 
making decisions in business is to dis- 
cover what consumer characteristics pre- 
dict whether consumers will carry out 
their intentions to buy household durable 
goods. 

From a comparison of buying inten- 
tions with actual purchases, a previous 
study showed that, out of 236 spending 
units that planned to buy household goods, 
128 actually made the purchase intended.' 
But, of the 800 spending units that did 
not plan to buy, 236 changed their minds 
and did buy. Thus, most of the buying in 
the sample was done by consumers who 
did not plan to buy. See Table 1. Although 
there are variations in buying behavior 
within and between groups of consumers, 
basic findings showed a consistent, defi- 
nite pattern in the relationship between 


* ABOUT THE AUTHOR. Jean Namias is an Asso- 
ciate Professor in Economics and Statistics at St. 
John's University. Formerly she was an Assistant 
Professor in Statistics at Adelphi College, and an 
Instructor at Brooklyn College. Her Ph.D. in Eco- 
nomics is from New York University. 

Dr. Namias has also served on the research staff 
of the National Industrial Conference Board, and as 
a research economist for the Chilean Development 
Corporation. Recently she has been doing research 
for the National Bureau of Economic Research. 

The author wishes to acknowledge the valuable 
suggestions of Professor W. Edwards Deming of 
New York University in connection with this article. 


The present article studies fulfillment of intention to buy as a function 
of expectation of price changes, age, geographic region, and a com- 
bination of occupation, education, and income. 


buying intentions and actual purchases. 
The data used in this study came from 
the interviews of the Survey of Consumer 
Finances of 1952, on intentions to pur- 
chase, and from the reinterviews of a sub- 
sample of 1,036 of the same spending 
units a year later, to inquire about actual 
purchases. The surveys were conducted by 
the Survey Research Center of the Uni- 
versity of Michigan for the Board of 
Governors of the Federal Reserve System. 


REALIZATION OF INTENTIONS TO BUY 


Opinion on the Expectations of Price 


The respondents interviewed were asked 
to express their opinion on the trends of 
prices. Among those people who expected 
prices to go up, 59 per cent planned to 
buy and bought household commodities; 
but, among those who thought that prices 
would fall, 46 per cent planned to buy 
and actually bought. The difference be- 
tween the two percentages is statistically 
significant. 

This fact, coupled with fact that ex- 
actly half the people who thought that 
prices would stay the same planned to 
buy and did buy, suggests that people’s 
expectations of higher prices hastens their 


‘Jean Namias, “Intentions to Purchase 
Compared With Actual Purchases of House- 
hold Durables,” JoURNAL OF MARKETING, Vol. 
24 (July, 1959), pp. 26-30. 


= 
= 
| 
{> | 
~ 
| 
| 


INTENTIONS TO PURCHASE RELATED TO CONSUMER CHARACTERISTICS 33 
TABLE 1 
CHI-SQUARE CALCULATIONS TO DETECT RELATIONSHIP BETWEEN INTENTION AND 
ACTION FOR ALL CLASSES OF SPENDING UNITS 
Intention in early 1952 
Planned to buy Did not plan to buy Total 
Acti leu- leu- 

1952 Number Percent number Number Percent number Number Per cent 
Did buy 128 54.0 82.92 236 30.0 281.08 364 35.0 
Did not buy 108 46.0 153.08 564 70.0 518.92 672 65.0 

Total 236 800 1036 100.0 

<1 X* = 48.91 (highly significant) 


buying, and that expectations of lower 
prices slows their buying. Their behavior 
may be partly due to the “buy-now” atti- 
tude before prices go even higher. 

Among the consumers who did not plan 
to buy but changed their minds and did 
buy the differences in the proportions are 
not statistically significant. This suggests 
that in certain personal situations where 
need for the product was unforeseen or 
sufficiently pressing, price expectations 
apparently made little difference in deci- 
sions to buy. Further, the proportion of 
consumers who did not plan to buy and 
actually did not buy was highest among 
those who thought that prices would gen- 
erally stay the same. See Table 2. 


Age of Head of Spending Unit and Plans to Buy 

Age of head of spending unit as a 
factor in plans and purchases of house- 
hold durable goods can be inferred from 
some of the findings. In the youngest age 
group 18-to-24, 22 per cent planned to 
buy and bought household goods. The per- 
centage rose to 52 per cent in the age 
group 25-to-34, rose to 60 per cent in the 


age group 35-to-44; then began to drop 
off above age 45. See Table 3. 

Thus, the proportion of people who car- 
ried out their intentions to buy appeared 
to be highest in the age group 35-to-44, 
apparently where need for basic house- 
hold durable goods was greatest, such as 
vacuum cleaner, washing machine, stove, 
or refrigerator. The numbers are small, 
but the pattern is distinct. 

A possible explanation of the apparent 
decrease in the proportion of spending 
units over 45 that carried out their in- 
tentions to purchase is that need for 
these products began to decrease. This 
conclusion is strengthened by the converse 
finding that the highest proportion of 
spending units that carried out their neg- 
ative intentions was among the age groups 
55 and over. 


Differences in Geographic Region 

Variations in the proportion of con- 
sumers who carried out their intentions 
to buy a household product appears to be 
related to differences in their regional 
location. In the South, for example, 64 
per cent of consumers carried out their 


TABLE 2 
FULFILLMENT OF PLANS TO Buy HOUSEHOLD DURABLE GOoDS BY 
OPINION ON THE EXPECTATIONS OF PRICE 


Planned to buy 


Did not plan to buy 


Did not Did not 
Expectations Total Did buy buy Total Did buy buy 
of price Number Percent Percent Percent Number Percent Percent Per cent 
Price will 
go down 13 100.0 46.2 53.8 63 100.0 34.9 65.1 
Prices will stay 
the same 104 100.0 50.0 50.0 314 100.0 26.1 73.9 
Prices will 
go up 119 100.0 58.8 41.2 423 100.0 31.2 68.8 
Total 800 
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TABLE 3 
FULFILLMENT OF PLANS TO Buy HousEHOLD DURABLE Goops BY AGE 
Planned to buy Did not plan to buy 
A head Did not Did not 
Total Did buy __ buy Total Did buy buy 
unit Number Percent Percent Percent Number Percent Percent Per cent 
18-24 9 100.0 22.2 717.8 45 100.0 26.7 73.3 
25-34 52 100.0 51.9 48.1 149 100.0 34.2 65.8 
35-44 75 100.0 60.0 40.0 167 100.0 37.7 62.3 
45-54 65 100.0 56.9 43.1 164 100.0 84.1 65.9 
55-64 21 100.0 47.6 52.4 124 100.0 23.4 76.6 
65 and over 14 100.0 50.0 50.0 151 100.0 16.6 83.4 


Total 


intentions to buy. This compares with 
56 per cent who lived in the West, 52 
cent in the Northeast, and 50 per cent in 
the North Central region. 

The differences in the proportion of 
spending units that planned to buy and 
actually bought major household items 
may be partly explained by the apparent 
increased growth of cities, accompanied 
by desired expansion of household inven- 
tories, and the availability of transmission 
service for television in those areas. 

For example, in the South and West, 
where television facilities had been in- 
stalled more recently, a greater proportion 
of consumers carried out their intentions 
to buy, compared with the Northeast and 
North Central area, where transmission 
service had been available for a longer 
period of time. Purchases in the North- 
east and North Central regions may possi- 


bly be largely replacement or second sets, 
rather than purchases of the first set. 
In addition, the findings may reflect other 
factors associated with regional differ- 
ences which necessitate further investi- 
gation. 


Occupation of Head of Spending Unit 
and Buying Decisions 

Occupation of head of spending unit 
appears to offer further information about 
consumer buying decisions. Of the un- 
skilled workers, protective services, and 
farm operators grouped in Occupation- 
class III shown in Table 4, 60 per cent 
who planned to buy actually bought house- 
hold commodities. 

This figure compares with 57 per cent 
for the professional workers, self-employed 
persons, and managers in Occupation- 
class I, and 52 per cent for the clerical 


TABLE 4 
FULFILLMENT OF PLANS TO Buy HOUSEHOLD DURABLE Goops BY OCCUPATION 


Planned to buy 


Did not plan to buy 


Total 


Did Did not 


id not 
Did buy buy Total Did buy buy 


Occupation of head 


Per 
of spending unit Number cent 


Per Per Per Per Per 
cent cent Number cent cent cent 


Class I: 72 100.0 56.9 48.1 191 100.0 27.8 72.2 
Professional & semi- 
rofessional 30 §©100.0 50.0 50.0 80 100.0 27.5 72.5 
Self-employed 21 100.0 66.7 33.3 65 100.0 24.6 75.4 
Manager & officials | 21 100.0 57.1 42.9 46 100.0 32.6 67.4 
Class II: 101 1000 51.5 48.55 3808 100.0 83.4 66.6 
Clerical & sales 85 100.0 40.0 60.0 99 100.0 25.3 74.7 
Skilled & semiskilled 66 100.0 57.6 424 209 100.0 37.3 62.7 
Class III: 48 100.0 60.4 89.6 215 100.0 $1.2 68.8 
Unskilled & service 21 100.0 66.7 33.3 79 100.0 32.9 67.1 
Protective service 10 = =100.0 50.0 50,0 61 100.0 31.1 68.9 
Farm operators 17 100.0 58.8 41.2 84 100.0 29.8 70.2 
Othera 15 100.0 40.0 60.0 86 100.0 17.4 82.6 


hale Includes spending units headed by retired and unemployed persons and by students and 


housewives. 
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and sales, skilled and semiskilled workers 
in Occupation-class II. The differences, 
though not large, appear to form a pat- 
tern. It is possible, of course, that because 
of the small numbers involved, the pattern 
may be accidental. See Table 4. 

The proportion of spending units in 
class III that carried out their intentions 
to buy may be partly due to their use of 
credit facilities, especially in the purchase 
of television sets. A rise in credit facili- 
ties for refrigerators and washing ma- 
chines was also noticeable. Moreover, once 
these people planned to buy these prod- 
ucts, they were more likely to go through 
with their plans. 

By contrast, the proportion of people 
who did not plan to buy and did not, was 
greatest among those in Occupation-class 
I, with self-employed persons ranking 
highest in that group. It is likely that 
these people had already filled their needs 
for these goods in earlier years. Further, 
the greatest proportion who changed their 
miads and did buy was among those in 
Occupation-class II with skilled and semi- 
skilled workers highest in that group. 


Effect of Occupation and Income 


Classification of spending units by their 
occupation with sub-classification accord- 
ing to their income in relation tc buying 
plans, indicates that the proportion of 
consumers in Occupation-class I with in- 
comes of $3,000 and over who carried out 
their intentions to buy, was not signifi- 
cantly different from those consumers in 
Occupation-class II who had the same 
income. 

Of the spending units in class III with 
incomes under $3,000, 54 per cent carried 
out their intentions to buy. (The spending 
units of class III who earned $3,000 or 
more were too few in number to warrant 
conclusions.) Moreover, it appears from 
the present study that for spending units 
with incomes of $3,000 and over, the occu- 
pation of head of the family was not a 
determining factor in decisions to pur- 
chase household durable goods. 


Effect of Education and Income 


Among the spending units with incomes 
of $5,000 and over, 60 per cent carried 


out their intentions to buy; and this is 
true, whether the head of the spending 
unit attended college, or high school, or 
grammar school only. 

Among the spending units with incomes 
under $5,000, 45 per cent of those who 
attended college carried out their inten- 
tions to buy. This compares with 59 per 
cent who attended high schocl, and 44 
per cent for grammar schovl. A sizable 
proportion of the buyers who attended 
high school stemmed from the spending 
units whose income was under $3,000. 
It is very likely that this group made 
their purchases on credit. 

It may be concluded from these findings 
that income, rather than educational level, 
of spending units appears to be a factor 
in decisions to purchase household dura- 
bles. Turning to the consumers with in- 
comes under $5,000, the findings are tenta- 
tive, as there seems to be some education- 
effect even after income-effect is consid- 
ered. 


Effect of Occupation and Education 


Neither the level of education of the 
spending unit nor its occupation within 
class of income appears to produce any 
new information in relation to buying 
plans. This fact probably arises because 
education and occupation are highly cor- 
related with income and because income 
is the prime force in plans and decisions 
to buy. In other words, education and 
occupation are “masked” by income. 


The ultimate goal of the survey pre- 
sented here was to provide statistical in- 
formation for the study of economic 
problems in the consumer market. Essen- 
tially, it sought statistical information for 
aid in prediction, through understanding 
of relevant causes that affect consumer 
planning and buying. 

Questions on intentions to buy com- 
pared with actual purchases, classifiable 
by consumer opinions and attitudes about 
their present or expected financial situa- 
tion, by prices and market conditions, or 
by their economic and personal charac- 
teristics, can provide, with the aid of 
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statistical techniques, a powerful mecha- 
nism by which to predict what classes of 
spending units will predominate in pur- 
chases of household durable goods. Inten- 
tions to buy are keyed to changes in an 
individual’s “station” in life or income. 
A marriage, a divorce, children, loss of 
job, promotion, or any change within the 
family unit may either suppress or stimu- 
late buying intentions, or may either 
shorten or even lengthen the buying span. 
However, some relationship or close cor- 
respondence is found to exist for certain 
classes between plans and purchases. 
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What do these relationships mean to 
the advertising and marketing executive? 
A finding, for example, that of those con- 
sumers who did not plan to buy, a large 
number, though small in proportion, 
changed their minds and did buy, has 
important marketing implications. 

Moreover, the possibility exists that 
this proportion of the market may also 
be substantially increased through the 
application of some basic marketing fun- 
damentals: a well-developed product, a 
realistic pricing policy, and an efficient 
distribution system. 


And this too shall pass .. . 


The new world-view . 


+ « assumes process. 


Every single one of 


these new concepts embodies in it the idea of growth, develop- 
ment, rhythm or becoming. . . In this new emphasis on process 
may well lie the greatest departure from the world-view of the 
modern West that has been ruling us for the last three hundred 
years. For the Cartesian world was not only a mechanical one, 
in which all events are finitely determined; it was a static one. 
Inertia, in the strict meaning of classical mechanics, was the 
assumed norm. In this one point the Cartesians, otherwise such 
daring innovators, were the strictest of traditionalists. 


It had been an accepted doctrine ever since Aristotle that the 
Unchangeable and Unchanging alone was real and alone was 
perfect. The proudest achievement of the Cartesian world-view 
was to make this traditional axiom usable. 


In our idea of process, however, we assume—and are increasingly 
conscious of the assumption—that it is growth, change and de- 
velopment that are normal and real, and that it is the absence of 
change, development or growth that is imperfection, decay, cor- 
ruption and death. We are breaking, therefore, not only with the 
“obvious” common sense of the world-view of the modern West, 
but with much older and much more fundamental Western tradi- 


tions. 


—Peter F. Drucker, Landmarks of To- 
morrow (New York; Harper & Broth- 
ers, 1959), pp. 8-10. 
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The Wheel of Retailing 


® STANLEY C. HOLLANDER 
New types of retailing ty oye. start off with crude facilities, little 


prestige, and a reputation 
mature, they often acquire more expensive buildings, provide more 
elaborate services, impose higher margins, and become vulnerable to 


new competition. 


6 HE WHEEL of retailing” is the 
name Professor Malcolm P. McNair 
has suggested for a major hypothesis con- 
cerning patterns of retail development. 
This hypothesis holds that new types of 
retailers usually enter the market as low- 
status, low-margin, low-price operators. 
Gradually they acquire more elaborate 
establishments and facilities, with both 
increased investments and higher operat- 
ing costs. Finally they mature as high- 
cost, high-price merchants, vulnerable to 
newer types who, in turn, go through 
the same pattern. Department-store mer- 
chants, who originally appeared as vigor- 
ous competitors to the smaller retailers 
and who have now become vulnerable to 
discount house and supermarket compe- 
tition, are often cited as prime examples of 
the wheel pattern.? 
Many examples of conformity to this 
pattern can be found. Nevertheless, we 


* ABOUT THE AUTHOR. Stanley C. Hollander 
(Ph.D., University of Pennsylvania) is Professor of 
Business Administration at Michigan State Univer- 
sity. He is editor of a recent book of readings in 
retailing theory, “Explorations in Retailing" (Bureau 
of Business Research, Michigan State University, 
1959), and was a panelist on retail pricing before 
the Joint E ic Committee, U. S. Congress, in 
1958. 

His previous work in marketing history has in- 
cluded several studies of discount retailing, one 
of which M.S.U. recently published as “The Rise 
and Fall of a Buying Club." He compiled the 
American Marketing Association's "Bibliography on 
Discount Selling" (1956) and has published articles 
and monographs on other aspects of retailing and 
marketing. 

The author is indebted to the perticipants in the 
1959 Marketing Theory Seminar at Boulder, Colorado, 
for many penetrating comments on an earlier draft 
of this paper. 


or cutting prices and margins. As they 


The author examines the history of numerous retail institutions to 
determine if this process really constitutes a “natural law of retailing.” 


may ask: (1) Is this hypothesis valid 
for all retailing under all conditions? 
(2) How accurately does it describe total 
American retail development? (3) What 
factors cause wheel-pattern changes in 
retail institutions? 

The following discussion assembles some 
of the slender empirical evidence available 
that might shed some light on these three 
questions. In attempting to answer the 
third question, a number of hypotheses 
should be considered that marketing stu- 
dents have advanced concerning the forces 
that have shaped retail development. 


(A) Retail Personalities. New types of 
retail institutions are often established by 
highly aggressive, cost-conscious entrepre- 
neurs who make every penny count and 
who have no interest in unprofitable frills. 
But, as P. D. Converse has suggested, 
these men may relax their vigilance and 
control over costs as they acquire age 
and wealth. Their successors may be less 
competent. Either the innovators or their 
successors may be unwilling, or unable, 
to adjust to changing conditions. Conse- 
quently, according to this view, deteriora- 
tion in management causes movement 
along the wheel.? 


*M. P. McNair, “Significant Trends and 
Developments in the Postwar Period,” in 
A. B. Smith (editor), Competitive Distribu- 
tion in « Free, High-Level Economy and Its 
Implications for the University (Pittsburgh: 
University of Pittsburgh Press, 1958), pp. 
1-25 at pp. 17-18. 

*P. D. Converse, “Mediocrity in Retailing,” 
JOURNAL OF MARKETING, Vol, 23 (April, 
1959), pp. 419-420. 
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(B) Misguidance. Hermann Levy has 
advanced the ingenious, if implausible, 
explanation that retail trade journals, 
seduced by profitable advertising from the 
store equipment and supply industry, coax 
merchants into superfluous “moderniza- 
tion” and into the installation of overly 
elaborate facilities.’ 

(C) Imperfect Competition. Although 
retail trade is often cited as the one type 
of business that approaches the Adam 
Smith concept of perfect competition, some 
economists have argued that retailing ac- 
tually is a good example of imperfect com- 
petition. These economists believe that 
most retailers avoid direct price competi- 
tion because of several forces, including re- 
sale price maintenance, trade association 
rules in some countries, and, most impor- 
tant, the fear of immediate retaliation. 
Contrariwise, the same retailers feel that 
service improvements, including improve- 
ments in location, are not susceptible to 
direct retaliation by competitors. Hence, 
through a ratchet process, merchants in 
any established branch of trade tend to 
provide increasingly elaborate services at 
increasingly higher margins.‘ 

(D) Excess Capacity. McNair attrib- 
utes much of the wheel effect to the devel- 
opment of excess capacity, as more and 
more dealers enter any branch of reil 
trade.5 This hypothesis rests upon an :- 
perfect competition assumption, since, u1- 
der perfect competition excess capacity 
would simply reduce margins until the ex- 
cess vendors were eliminated. 

(E) Secular Trend. J. B. Jefferys has 
pointed out that a general, but uneven, 
long-run increase in the British standard 
of living provided established merchants 
with profitable opportunities for trading 
up. Jefferys thus credits adjustments to 
changing and wealthier market segments 
as causing some movement along the 
wheel. At the same time, pockets of oppor- 
tunity have remained for new, low-margin 


*Hermann Levy, The Shops of Britain 
(London: Kegan Paul, Trench, Trubner & 
Co., 1947), pp. 210-211. 

*D. L. Shawver, The Development of The- 
ories of Retail Price Determination, (Ur- 
bana; University of Illinois Press, 1956), 
p. 92. 

*Same reference as footnote 1. 
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operations because of the uneven distribu- 
tion of living-standard increases.® 

(F) Illusion. Professor B. Holdren has 
suggested in a recent letter that present 
tendencies toward scrambled merchandis- 
ing may create totally illusory impressions 
of the wheel phenomenon. Store-wide 
average margins may increase as new, 
high-markup lines are added to the prod- 
uct mix, even though the margins charged 
on the original components of that mix 
remain unchanged. 


DIFFICULTIES OF ANALYSIS 


An examination of the actual develop- 
ment of retail institutions here and abroad 
does shed some light on both the wheel 
hypothesis and its various explanations. 
However, a number of significant diffi- 
culties hinder the process. 

(1) Statements concerning changes in 
retail margins and expenses are the cen- 
tral core of the wheel hypothesis. Yet 
valid information on historical retail ex- 
pense rates is very scarce. Long-run 
changes in percentage margins probably 
do furnish fairly reliable clues to expense 
changes, but this is not true over short 
or intermediate periods. For example, 
1957 furniture-store expense rates were 
about 5 percentage points higher than 
their 1949-1951 average, yet gross mar- 
gins actually declined slightly over the 
same period.’ 

(2) Historical margin data are some- 
what more plentiful, but these also have 
to be dredged up from fragmentary 
sources.® 

(3) Available series on both expenses 
and margins merely note changes in re- 
tailers’ outlays and receipts. They do not 
indicate what caused those changes and 
they do not report changes in the costs 


*J. B. Jefferys, Retail Trading in Great 
Britain, 1350-1950 (Cambridge: Cambridge 
University Press, 1954), various pages, es- 
pecially p. 96. 

"Cited in Fabian Linden, “Department 
Store Operations,” Conference Board Busi- 
ness Record, Vol. 14 (October, 1958), pp. 
410-414, at p. 411. 

*See Harold Barger, Distribution’s Place 
in the American Economy Since 1869 
(Princeton: Princeton University Press, 
1955). 
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borne by suppliers, consumers, or the com- 
munity at large. 

(4) Margin data are usually published 
as averages that may, and frequently do, 
mask highly divergent tendencies. 

(5) A conceptual difficulty presents an 
even more serious problem than the pau- 
city of statistics. When we talk about 
“types” of retailers, we think of classi- 
fications based upon ways of doing busi- 
ness and upon differences in price policy. 
Yet census categories and other systems 
for reporting retail statistics are usually 
based upon major differences in commod- 
ity lines. For example, the “pineboard” 
druggists who appeared in the 1930s are 
a “type” of retailing for our purposes. 
Those dealers had cruder fixtures, charged 
lower prices, carried smaller assortments, 
gave more attention to turnover, and had 
less interest in prescriptions than did con- 
ventional druggists. Yet census reports 
for drugstores necessarily included all of 
the pineboards that maintained any sort 
of prescription department. 

Discount houses provide another ex- 
ample of an important, but amorphous, 
category not reflected in census classifi- 
cations. The label “discount house” covers 
a variety of retailers. Some carry stocks, 
others do not. Some have conventional 
store facilities, whereas others operate in 
office buildings, lofts, and warehouses. 
Some feature electrical appliances and 
hard goods, while others emphasize soft 
goods. Some pose as wholesalers, and 
others are practically indistinguishable 
from all other popular priced retailers in 
their fields. Consequently discount dealers’ 
operating figures are likely to be merged 
into the statistics reported for other ap- 
pliance, hardware, or apparel merchants. 


EXAMPLES OF CONFORMITY 

British 

British retailing provides several ex- 
amples of conformity to the wheel pattern. 
The grocery trade has gone through sev- 
eral wheel-like evolutions, according to a 
detailed analysis made by F. G. Pennance 
and B. S. Yamey.® Established firms did 

*F. G. Pennance and B. S. Yamey, “Com- 
petition in the Retail Grocery Trade, 1850- 


1939,” Economica, Vol. 22 (March, 1955), 
pp. 303-317. 


initiate some changes and some margin 
reductions, so that the pattern is ob- 
scured by many cross currents. But the 
major changes seem to have been due 
to the appearance and then the matura- 
tion, first, of department-store food coun- 
ters; then, of chain stores; and finally, 
of cut-price cash-and-carry stores. Now 
supermarkets seem to be carrying the 
pattern through another evolution. 

Jefferys also has noted a general long- 
run upgrading in both British depart- 
ment stores and chains.11 Vague com- 
plaints in the co-operative press and a 
decline in consumer dividend rates sug- 
gest that wheel-like changes may have 
occurred in the British co-operative move- 
ment.!2 


American 


Very little is known about retail mar- 
gins in this country before the Civil War. 
Our early retail history seems to have 
involved the appearance, first, of hawkers, 
walkers, and peddlers; then, of general 
stores; next, of specialty stores; and fi- 
nally, of department stores. Each of these 
types apparently came in as a lower- 
margin, lower-price competitor to the es- 
tablished outlets, and thus was consistent 
with the wheel pattern. We do not know, 
however, whether there was simply a long- 
run decline in retail margins through 
successive improvements in retail effici- 
ency from one type to another (contrary 
to the wheel pattern), or whether each 
of the early types was started on a low- 
margin basis, gradually “up-graded,” and 
so provided room for the next entrant 
(in accordance with the pattern). 

The trends toward increasing margins 
can be more easily discerned in many 
branches of retailing after the Civil War. 
Barger has described increases over the 
years 1869-1947 among important retail 


“Ta Methode Americaine,” Time, Vol. 74 
(November 16, 1959), pp. 105-106. 

™ Same reference as footnote 6. 

*“Battle of the Dividend,” Co-operative 
Review, Vol. 36 (August, 1956), p. 183; 
“Independent Commission’s Report,” Co- 
operative Review, Vol. 88 (April, 1958), pp. 
84-89; “£52 Million Dividend in 1957,” Co- 
operative Review (August, 1958), pp. 171- 
172. 
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segments, including department stores, 
mail-order firms, variety stores, and 
jewelry dealers. He attributes much of 
the pre-World War I rise in department- 
store margins to the absorption of whole- 
saling functions. Changes in merchandise 
mix, such as the addition of soda foun- 
tains and cafeterias to variety stores and 
the upgrading of mail-order merchandise, 
seem to have caused some of the other 
increases. Finally, he believes changes in 
customer services have been a major force 
in raising margins.’* Fabian Linden has 
extended Barger’s observations to note 
similar 1949-1957 margin increases for 
department stores, variety chains, and 
appliance dealers.!* 

Some other examples of at least partial 
conformity to the wheel pattern may be 
cited. Many observers feel that both 
discount-house services and margins have 
increased substantially in recent years. 
One major discount-house operator has 
stated that he has been able to keep his 
average markup below 12%, in spite of 
considerable expansion in his facilities 
and commodity mix.’® However, the con- 
census seems to be that this probably is 
an exception to the general rule. 

A study of gasoline pricing has pointed 
out how many of the so-called “off-brand” 
outlets have changed from the “trackside” 
stations of pre-war days. The trackside 
dealers typically maintained unattractive 
and poorly equipped installations, at out- 
of-the-way locations where unbranded 
gasoline was sold on a price basis. Today 
many of them sell well-promoted regional 
and local brands, maintain attractive, effi- 
cient stations, and provide prompt and 
courteous service. Some still offer cut 
prices, but may have raised their prices 
and margins up to or above national brand 
levels.17 Over time, many of the pineboard 

* Same reference as footnote 8, p. 82. 

“See footnote 7. 

*™D. A. Loehwing, “Resourceful Mer- 
chants,” Barron’s, Vol. 38 (November 17, 
1958), p. 3. 

*S. Masters, quoted in “Three Concepts 
of Retail Service,” Stores, Vol. 41 (July- 
August, 1959), pp. 18-21. 

*S. M. Livingston and T. Levitt, “Com- 
petition and Retail Gasoline Prices,” The 
Review of Economics and Statistics, Vol. 41 
(May, 1959), pp. 119-132 at p, 132. 


July 1960 


druggists also seem to have become con- 
verted to fairly conventional operations.'§ 


NON-CONFORMING EXAMPLES 

Foreign 

In underdeveloped countries, the rela- 
tively small middle- and upper-income 
groups have formed the major markets 
for “modern” types of retailing. Super- 
markets and other modern stores have 
been introduced in those countries largely 
at the top of the social and price scales, 
contrary to the wheel pattern.!® Some non- 
conforming examples may also be found 
in somewhat more industrialized environ- 
ments. The vigorous price competition 
that developed among Japanese depart- 
ment stores during the first three decades 
of this century seems directly contrary 
to the wheel hypothesis.2° B. S. Yamey’s 
history of resale price maintenance also 
reports some price-cutting by traditional, 
well-established British merchants who 
departed from the wheel pattern in the 
1880s and 1890s.2! Unfortunately, our 
ignorance of foreign retail history hinders 
any judgment of the representativeness 
of these examples. 


American 


Automatic merchandising, perhaps the 
most “modern” of all American retail in- 
stitutions, departed from the wheel pat- 
tern by starting as a high-cost, high- 
margin, high-convenience type of retail- 


*Paul C. Olsen, The Marketing of Drug 
Products (New Brunswick: Rutgers Univer- 
sity Press, 1948, pp. 130-132. 

*H. S. Hettinger, “Marketing in Persia,” 
JOURNAL OF MARKETING, Vol. 15 (January, 
1951), pp. 289-297; H. W. Boyd, Jr., R. M. 
Clewett, & R. L. Westfall, “The Marketing 
Structure of Venezuela,” JoURNAL OF MAR- 
KETING, Vol. 22 (April, 1958), pp, 391-397; 
D. A. Taylor, “Retailing in Brazil,” JouRNAL 
OF MARKETING, Vol. 24 (July, 1959), pp. 54- 
58; J. K. Galbraith and R. Holton, Market- 
ing Efficiency in Puerto Rico (Cambridge: 
Harvard University Press, 1955), p. 35. 

Fukami, “Japanese Departmeut 
Stores,” JOURNAL OF MARKETING, Voi, 18 
(July, 1953), pp. 41-49 at p, 42. 

*"“The Origins of Resale Price Mainte- 
nance,” The Economie Journal, Vol. 62 
(September, 1952), pp. 522-545. 
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ing.** The department-store branch move- 
ment and the concomitant rise of planned 
shopping centers also has progressed di- 
rectly contrary to the wheel pattern. The 
early department-store branches consisted 
of a few stores in exclusive suburbs and 
some equally high-fashion college and 
resort shops. 

Only in relatively recent years have 
the branches been adjusted to the chang- 
ing and more democratic characteristics 
of the contemporary dormitory suburbs. 
Suburban shopping centers, too, seem to 
have appeared first as “Manhasset Miracle 
Miles” and “Ardmores” before reaching 
out to the popular price customers. In 
fact, complaints are still heard that the 
regional shopping centers have displayed 
excessive resistance to the entry of really 
aggressive, low-margin outlets.23 E. R. A. 
Seligman and R. A. Love’s study of retail 
pricing in the 1930s suggests that pres- 
sures on prices and margins were gener- 
ated by all types of retailers. The mass 
retailing institutions, such as the depart- 
ment and chain stores, that had existed 
as types for many decades were responsi- 
ble for a goodly portion of the price cut- 
ting.24 As McNair has pointed out, the 
wheel operated very slowly in the case 
of department stores. 

Finally, Harold Barger has described 
the remarkable stability of over-all dis- 
tributive margins during the years 1919- 
1947.25 Some shifting of distributive work 
from wholesalers to retailers apparently 
affected their relative shares of the total 
margins during this period, but this is 
not the type of change contemplated by 


=W. S. Fishman, “Sense Makes Dollars,” 
1959 Directory of Automatic Merchandising 
(Chicago: National Automatic Merchandis- 
ing Association, 1959), p. 52; M. V. Mar- 
shall, Automatic Merchandising (Boston: 
Graduate School of Business Administration, 
Harvard University, 1954), pp. 108-109, 122. 

=P. E. Smith, Shopping Centers (New 
York: National Retail Merchants’ Associa- 
tion, 1956), pp. 11-12; M. L. Sweet, “Tenant- 
Selection Policies of Regional Shopping Cen- 
ters,” JOURNAL OF MARKETING, Vol. 23 (April, 
1959), op. 399-404. 

“FE. &. A. Seligman and R. A. Love, Price 

ting aud Price Maintenance (New York: 
Harper & Brothers, 1932). 

~ Same reference as footnote 8, pp. ix, x. 
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the wheel pattern. Of course, the stability 
Barger notes conceivably could have been 
the result of a perfectly smooth function- 
ing of the pattern, with the entrance of 
low-margin innovators providing exactly 
the right balance for the upcreep of mar- 
gins in the longer established types. But 
economic changes do not come in smooth 
and synchronized fashion, and Barger’s 
data probably should indicate consider- 
ably wider oscillations if the wheel really 
set the mold for all retailing in the post- 
war period. 


The number of non-conforming exam- 
ples suggests that the wheel hypothesis 
is not valid for all retailing. The hypoth- 
esis, however, does seem to describe a 
fairly common pattern in industrialized, 
expanding economies. Moreover, the wheel 
is not simply an illusion created by scram- 
bled merchandising, as Holdren suggests. 
Undoubtedly some of the recent “upcreep” 
in supermarket average margins is due 
to the addition of nonfood and other high 
margin lines. But in recent years the 
wheel pattern has also been characteristic 
of department-store retailing, a field that 
has been relatively unreceptive to new 
commodity groups.”® 

In some ways, Jefferys’ secular trend 
explanation appears most reasonable. The 
tendency of many established retailers to 
reduce prices and margins during depres- 
sions suggests also that increases may be 
a result of generally prospering environ- 
ments. This explanation helps to resolve 
an apparent paradox inherent in the wheel 
concept. Why should reasonably skilled 
businessmen make decisions that consist- 
ently lead their firms along seemingly 
profitable routes to positions of vulnera- 
bility? Jefferys sees movement along the 
wheel as the result of sensible, business- 
like decisions to change with prospering 
market segments and to leave the poorer 
customers to low-margin innovators. His 
explanation is supported by the fact that 


*R. D. Entenberg, The Changing Competi- 
tive Position of Department Stores in the 
United States by Merchandise Lines (Pitts- 
burgh: University of Pittsburgh Press, 
1957), p. 52. 
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the vulnerability contemplated by the 
wheel hypothesis usually means only a 
loss of market share, not a loss of ab- 
solute volume. At least in the United 
States, though, this explanation is par- 
tially contradicted by studies showing 
that prosperous consumers are especially 
prone to patronize discount houses. Also 
they are equally as likely to shop in 
supermarkets as are poorer consumers.?* 

The imperfect competition and excess 
capacity hypotheses also appear highly 
plausible. Considerably more investigation 
is needed before their validity can be 
appraised properly. The wheel pattern 
developed very slowly, and very recently 
in the department-store field. Yet market 
imperfections in that field probably were 
greater before the automobile gave the 
consumer shopping mobility. Major por- 
tions of the supermarket growth in food 
retailing and discount-house growth in 
appliance distribution occurred during 


*R. Holton, The Supply and Demand 
Structure of Food Retailing Services, A Case 
Study (Cambridge: Harvard University 
Press, 1954). 
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periods of vastly expanding consumption, 
when excess capacity probably was at 
relatively low levels. At the moment there 
is little evidence to suggest any clear-cut 
correlation between the degree of market 
imperfection and the appearance of the 
wheel pattern. However, this lack may 
well be the result of the scarcity of em- 
pirical studies of retail competition. 
Managerial deterioration certainly must 
explain some manifestations of the wheel, 
but not all. Empires rise and fall with 
changes in the quality of their leadership, 
and the same thing seems true in busi- 
ness. But the wheel hypothesis is a hy- 
pothesis concerning types of retailing and 
not merely individual firms. Consequently, 
the managerial-deterioration explanation 
holds true only if it is assumed that new 
people entering any established type of 
retailing as the heads of both old and 
new companies are consistently less com- 
petent than the first generation. Again, 
the fact that the wheel has operated very 
slowly in some fields suggests that sev- 
eral successive managerial generations can 
avoid wheel-like maturation and decay. 


Reprints of every article in this issue are available (as long as the 
supply lasts) at the following prices: 


Single reprint 
Two reprints 
Three reprints 


Four to 99, each 
First 100 
Additional 100’s, each.. 20.00 


Quantity Discount 
Special prices for large quantities. 


: Send your order to: 
AMERICAN MARKETING ASSOCIATION 
27 East Monroe Str2et, Chicago 3, Illinois 
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in shopping 


retail structure? 
This article argues that there is a direct relationship between shopping 


convenience a 


S THE FINAL link in the channel of 
distribution, retailers have the task 
of performing the services necessary to 
bring goods close to the consumer in small 
lots or single units. In some instances, 
such as home miik delivery, this means 
literally right to the consumer’s door, a 
unit at a time. In the case of the majority 
of goods, however, consumers find it nec- 
essary to leave the home to procure their 
retail needs. Just how far consumers will 
go and to what inconvenience they will put 
themselves depends, among other things, 
on the type of merchandise involved. 
However; what should also be realized 
is that supply considerations also enter 
into the question of the location of sellers 
and hence into the matter of consumer 
convenience or inconvenience. It is impor- 
tant to understand that it is not the de- 
mand or the supply which is paramount. 
Rather, it is the relationship between the 
volume of demand for the good in ques- 
tion (be it a convenience, shopping, or 
specialty good) and the volume of supply 
needed to satisfy the minimum profitable 
operation that determine the retail struc- 
ture and hence the time, effort, and trou- 
ble the consumer will be put to in order 


* ABOUT THE AUTHOR. Perry Bliss is Professor of 
Marketing and Business Organization and Chairman 
of the Department of Marketing and the Department 
of Retailing at the University of Buffalo. He was 
formerly associated with the Dunlop Tire and Rubber 
Company and Sears, Roebuck and Co. 

The author is Chairman of the Committee on 
Biographies for the American Marketing Associa- 
tion. Previous articles have appeared in the JOUR- 
NAL OF MARKETING. 


Supply Considerations and 
Shopper Convenience 


How many stores does it take to supply consumers with convenience 
What does the size of store have to do with an optimum 


economies of scale in retail store operation. 


to obtain the elements of his standard of 
living. 
DISUTILITY CONSIDERATION 

Consumers have mobility but at a cost 
to themselves in time, effort, and money. 
There is usually a resistance to going fur- 
ther or expending more effort than need 
be for the goods of life. Typically, consum- 
ers will buy at the nearest store, unless 
advantages of product quality, product 
selection, price, or service lead them to go 
further. This statement is almost a truism, 
yet the facts underlying it have governed 
the development of our retail structure. 

Shoppers like to have all goods located 
as conveniently as possible. This is true 
for in-store locations also. Consumers 
would like all merchandise on the ground 
floor, near main doors. 

If this insistence on convenience is gen- 
eral, then why is it that consumers, while 
finding “convenience goods” such as foods, 
drugs, gasoline and small variety mer- 
chandise available on practically every 
street corner, have to go to considerable 
time and effort to visit two, three, or four 
stores, typically in widespread locations, 
to find what they want in “shopping 
goods,” to say nothing of having to go all 
the way downtown to find a large, well- 
stocked department store? 

If some shopping turns out to be incon- 
venient, it seems unlikely that it is because 
people demand inconvenience, nor does it 
seem likely that retailers wish to sell in- 
conveniently. The answer would appear to 
be that there are restrictions on the supply 
side which prevent retailers from giving 
consumers all the convenience they want 
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. reasons why there is not a depart- 
ment store on every corner .. . reasons 
why there are not three or four appliance 
stores or three or four furniture stores on 
each corner so that consumers could “shop 
around” and “compare” without leaving 
the neighborhood. 

What is suggested is that a balance 
has to be struck between the forces ex- 
erted on retailers by consumers for easy 
and convenient buying of goods, with 
whatever attending services and ameni- 
ties are to their liking (which tends to 
pull store locations closer to households, 
thereby requiring many retail outlets 
widely dispersed), and the counteracting 
forces generated by the economies of 
scale inherent in the operation of retail 
businesses (which tend to push store 
operators to optimum size outlets, thereby 
tending to keep stores larger, fewer in 
number and, hence, relatively further from 
households). This is the continuing prob- 
lem of reconciling the optimum number of 
units with the optimum size of units. 

The retail structure of an economy is, 
thus, the result of supply as well as de- 
mand forces. And just as the strength 
of demand differs from one product to 
another, so, too, do the optimum scales 
of operation differ for the different types 
of stores. 


MARKET STRUCTURE AND CONVENIENCE 


The degree of specialization in retail- 
ing is closely related to the size of the 
market. Sparsely settled areas have gen- 
eral stores; areas of concentrated popu- 
lation have all types of outlets. The num- 
ber, kinds, and locations are the outcome 
of the balancing forces alluded to above. 
How great is the demand for a type of 
outlet? What scale of operation is per- 
mitted if a profit is to be had? Although 
no generalized answer can be given, the 
questions bear directly on the classifica- 
tion of consumer goods into convenience, 
shopping, and specialty goods. 

What is being emphasized is the rather 
well-known condition that the number of 
consumers or households which will sup- 
port a food, drug, or gasoline outlet 
every few blocks does not afford suffi- 
cient volume to support a large depart- 
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ment store or several specialty shopping 
goods stores in the same few blocks. For 
the type of merchandise sold by these 
latter outlets, people have to go to the 
store, so to speak. 

The department store (the shopping 
goods store par excellence) is a case in 
point. If a well-stocked department store 
handling a wide line of various classes 
of merchandise in several price lines is 
located in the center of a large popula- 
tion, it will attract a profitable volume of 
trade, even though the outlying neigh- 
borhood stores attempt to offer similar 
goods but on much more limited scale. 
Consumers in such a situation will find 
it “convenient” to shop in the larger 
store to get what they want in selection, 
services, etc., even though it requires a 
longer and more arduous trip. They will, 
in short, have to “make do” with what is 
economically feasible on the supply side. 
The store will come to the people only 
when the underlying relationship of de- 
mand volume to supply volume is in bal- 
ance for a class of goods or a type of 
outlet. 

Apparently suburbanites are currently 
getting numerous enough to “pull” depart- 
ment stores, or at least junior department 
stores, to the suburbs. That is, the demand 
for convenience in purchasing shopping 
goods, which was always present, is now 
a match in volume for the scale of opera- 
tions required on the supply side. 


SPECIALTY GOODS? 


For present purposes, the question of 
specialty goods centers only on how such 
goods fit into the matter of shopper con- 
venience. Holton and Luck have recently 
discussed this subject from a much 
broader perspective.' . 

It is apparent that many firms try very 
hard to stimulate such an intense de- 
mand for their products that consumers 
will accept no substitute—often succeed- 
ing. To the extent that a consumer re- 
fuses to take a substitute, he lessens the 


*See David J. Luck, “On the Nature of 
Specialty Goods,” JOURNAL OF MARKETING, 
Vol, 24 (July, 1959), pp. 61-64; also Richard 
H. Holton, “What Is Really Meant By ‘Spe- 
cialty’ Goods?” same reference, pp. 64-66. 
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strength of his demand for convenience 
in purchasing. The seller has, to the same 
extent, the power to select pricing and 
distribution policies more to his liking 
than to the consumer’s. 


If in reality the product is distributed 
close at hand and made easy to purchase, 
that will be preferred by the consumer. 
On the other hand, if the opposite is true, 
the necessary effort will be made to se- 
cure the product. In either instance, the 
consumer is doing the best he can, given 
the strength of his tastes. 

The inference to be drawn is that, al- 
though consumers want convenience and 


retailers want to offer convenience, the 
degree of convenience resulting will be 
that permitted by the underlying de- 
mand-supply relationship. Or, to put the 
matter another way, the retail structure 
which evolves in an area can be looked 
upon a& a form of “aggregate conveni- 
ence,” representing the pressure of con- 
sumer demands on supply factors which 
have limitations.? 

*See comments by Reavis Cox which ap- 
pear in Competitive Distribution in a Free 
High-Level Economy and its Implication for 
the University, edited by Albert B. Smith 


(University of Pittsburgh Press, 1958), pp. 
48-60. 


MARKETING MEMO 


How Academicians and Militarists Communicate 


As is true elsewhere, communication between individuals is 
paramount in the field of marketing. Vannevar Bush, in his 
book Modern Arms and Free Men, notes the distinctly different 
reactions to communication which he observed among military 
men and academicians: 


*In the military there is vigorous and open debate on proposed 
actions before the decision. But when an office with clearly 
constituted authority makes the decision, the antagonists, act- 
ing under a basic doctrine of their profession, swing around to 
support actively the idea they had opposed. 


*In contrast, under the customs which prevail in academic circles, 
the duly established decision signals the start of the fight. In 
this environment, it is very difficult to learn the nature of the 
opposition to administrative planning, since academicians are not 

inclined to communicate freely in such matters. Consequently, 

after decisions are drawn there tends to be considerable passive 
and sometimes active resistance in the execution of the ideas. 


—Vannevar Bush, Modern Arms and 
Free Men. (New York: Simon and 
Schuster, 1949), p. 61. 


i 
ae 
bi 
ig 
| 
| 
ta 
y | 
| 
of mt 
G, 
‘d 


Marketing Predictions from 
Consumer Attitudinal Data 


are given in this article. 


N THE EXISTING economic frame- 

work, the consumer has free choice of 
spending or saving and free choice of 
how to implement his spending or saving 
decision. Consumer income is generally 
accepted as a basis for anticipating con- 
sumer spending, but there are inherent 
difficulties in using income as the only 
basis for predicting sales. 

One difficulty is the initial need to 
estimate income accurately, including ac- 
tual income and the extent to which credit 
will be utilized. An estimate must also 
be made about the consumer allocation of 
income. Consumer behavior is influenced 
also by the consumer’s willingness to 
buy, particularly the important purchases 
of consumer durable goods. One forecast 
for 1959 concluded: “Much depends on 
attitudes. It is too soon to judge whether 
the consumer will choose to devote his 
increased . . . income to replacing his car, 
appliances, or housefurnishings, or will 
decide to use it for some other purpose.”? 

1“General Business Conditions,” First Na- 


tional City Bank Monthly Letter (January, 
1959), p. 3. 


* ABOUT THE AUTHOR. Stephen Paranka is an 
Associate Professor of Marketing at Georgia State 
College of Business Administration. His undergradu- 
ate work was done at Western Reserve University. 
He received both his M.B.A. and D.B.A. in marketing 
from Indiana University. 

Dr. Paranka has been a member of the Research 
Council of the Georgia State College Bureau of 
Business and Economic Research, which has con- 
ducted consumer attitudinal surveys in Atlanta. He 
is also author of a research report entitled “Market- 
ing Implications of Interurban Development.” 
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The Survey Research Center of the University of Michigan collects 
data of consumer attitudes to assist marketing prediction. These data 
include an over-all attitudinal index and statistics concerning attitudes 
toward specific consumer durable goods. : 

How accurate have these data 
sumer demand in total, and for specific durable goods? ‘Se answers 


n as a basis for predicting con- 


The Board of Governors of the Federal 
Reserve System has long recognized the 
need for learning more about consumer 
attitudes. In 1944 the Federal Reserve 
System sponsored the pioneer survey of 
consumer finances to measure the distri- 
bution of liquid-asset holdings among the 
nation’s consumer units and their atti- 
tudes toward the holdings.? Originally the 
Division of Program Surveys of the U. S. 
Department of Agriculture conducted the 
survey, but since 1946 the project has 
been conducted by the Survey Research 
Center of the University of Michigan. 

This article analyzes the usefulness of 
the Survey Research Center’s data on con- 
sumer attitudes in marketing prediction. 
First, the data will be compared with 
actual sales results to indicate existing 
relationships. Then, past efforts to utilize 
the data in marketing prediction will be 
examined. 


PAST SURVEYS OF CONSUMER ATTITUDES 


The theoretical usefulness of surveys 
of consumer attitudes in marketing pre- 
diction is to provide data for predicting 
consumer behavior. Analysis of the past 
record of such surveys should indicate 
their relative usefulness. Pertinent crite- 
ria are accuracy of the surveys in antici- 
pating changes in the direction of con- 
sumer spending, and the magnitude of 
consumer expenditures for durable goods. 


* George Katona, Psychological Analysis of 
Economic Behavior (New York: McGraw- 
Hill Co., Inc., 1951), p. 306. 
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Change-in-Direction Predictions of Total 
Sales of Consumer Durable Goods 

Over-all results of the Survey Research 
Center to indicate change in direction of 
consumer expenditures have been of a 
mixed degree of success. The Center’s 
consumer-attitudes index has paralleled 
closely total sales of consumer durable 
goods. A noteworthy achievement by the 
Center was the corresponding change of 
its index with sales of consumer durable 
goods in 1954 and 1955, contrary to the 
income movement. The income growth in 
1954 was the slowest in years, yet con- 
sumer attitudes were measured as in- 
creasingly more favorable toward spend- 
ing, and 1955 turned out to be a boom 
year. Then income in 1955 picked up 
rapidly, yet consumer attitudes leveled off, 
the consumer spending also leveled off in 
1956. In each of the two years consumer 
behavior was opposite to the normally 
expected in relation to change in income. 
Both times, however, the Survey Research 
Center studies detected the change on the 
basis of consumer attitudinal data.* 

The Survey Research Center has shown 
limited success in indicating change of 
direction of total sales of consumer dur- 
able goods. When compared with the ac- 
tual change in sales three months after 
the survey was taken, the Center’s fore- 
cast was correct nine times out of thirteen 
in the period of 1953 to 1958. Comparison 
of the Center’s forecast with actual total 
sales of consumer durables more than 
three months after the survey was taken 
indicates a decreasing degree of success. 
The Center’s forecast was correct seven 
times out of thirteen for a 6-month projec- 
tion, and five times out of twelve for a 
9-month projection, and four times out 
of twelve for a 12-month projection. It 
appears that the present structure of the 
index is limited to predicting sales change 
for the short run of a few months. 

A fundamental test of the consumer- 
attitude index is its ability to predict ups 
and downs in the level of total sales of 
consumer durable goods. During the pe- 
riod of December, 1952, to October, 1958, 
there were six such changes. The index 


*“Flat Tire on the Bandwagon,” Business 


Week, Vol. 1456 (July 27, 1957), p. 58. 
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correctly predicted the approach of only 
two of these changes-—the sales decline 
in June of 1953 and in June of 1957. 
Analysis of the remaining four changes 
shows that the index failed to “lead” in 
the prediction of change reported in 
Business Week as follows: 


Report of survey findings 

1. February, 1954, survey: 

“No matter how you read them the figures 
show that consumers intend to buy less 
in 1954 than they did in 1953 ... add it 
all up, and you get a plain picture of a 
moderate decline in consumer buying.” 

2. October, 1955, survey: 

“He (the consumer) seems set, for the 
most part, to keep up the pace at which 
he has been going.’” 

3. August, 1956, survey: 

“There is no mistaking a current zestless- 

ness—a lack of what Survey Center ana- 

_— call ‘new incentives’ for buying.’” 

une, 1958, survey: 

“Anyone hoping for a great burst of con- 

sumer buying in the next months will find 

little in the new data to shout about.’” 
Actual sales result 

1. Sales of consumer durables rose very 
sharply in the quarter following this sur- 
vey, and continued up for the rest of the 
year, making sales in 1954 much greater 
than in 1953, 

2. There was a sharp drop in sales of con- 
sumer durable goods in the quarter fol- 
lowing the survey. 

3. Sales of consumer durable goods rose 
sharply in the quarter following the sur- 


vey. 

4. Sales of consumer durable goods rose sig- 
nificantly in the quarter following the 
survey. 


Three of the four missed changes were 
upturns in sales. It becomes apparent that 
other factors, in addition to consumer 
attitudes, should be recognized as influ- 
ential in stimulating consumer demand. 
George Katona explains as follows: “If 
at a given time survey indications are 
for widespread restraint in spending, and 
therefore business firms intensify their 
marketing efforts and change their prod- 
ucts and prices so as to stimulate buying, 


*“Three Measures of the Recession,” Busi- 
ness Week, Vol. 1281 (March 20, 1954), 
p. 25. 

5“No New Steam Here for a Boom,” 
Business Week, Vol, 1370 (December 3, 
1955), p. 158. 

*“No Bounce in the Buying,” Business 
Week, Vol. 1415 (October 13, 1956), p. 171. 

"“The Steep Slide Grinds to a Halt,” 
Business Week, Vol. 1507 (July 19, 1958), 
p. 72. 
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it may happen that the predictions de- 
rived from the survey are not realized.’’® 
Government action may also affect the 
sales pattern. 


The Survey Research Center considers 
the consumer attitudes index to be in its 
experimental stage and subject to re- 
vision. In 1957 George Katona said, “Thus 
after ten years of intensive efforts, we 
are still at the beginning of our work.’ 
After further study, a different combina- 
tion of attitudinal questions may be in- 
cluded in the index, providing a more 
accurate indicator of direction of con- 
sumer spending. At present equal weights 
are assigned to each attitudinal factor. 
Future research may reveal a basis for 
differential weighting of the attitudinal 
factors. There is also the possibility that 
a revision of the scaling process may 
prove to yield a more accurate index in 
the future. 


Change-in-Direction Predictions of Sales 
of Specific Consumer Durable Goods 


Past survey results have been more 
accurate in predicting change of direction 
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of sales of specific consumer durable goods 
than the total sales of these goods. The 
record varies from relatively high accu- 
racy in the case of predicting changes in 
sales direction of used cars, houses, and 
furniture to relatively low accuracy in 
the case of television sets and refrigera- 
tors, as shown in Table 1. 

The interval of twelve months between 
Survey Research Center surveys in the 
past has probably tended to bring about 
less success in predicting the change in 
consumer expenditures for appliances. A 
study of major purchases revealed that 
as many as 4 per cent of buying plans 
were less than six months in length, 
with the planning period lengthening as 
the size of the purchase increases.° A 

*George Katona and Eva Mueller, Con- 
sumer Expectations 1953-1956 (Ann Arbor: 
University of Michigan, 1936), p. 8. 

* George Katona, “Consumer Buying Habits 
—Analysis of a Ten Year Study,” The Com- 
mercial and Financial Chronicle, Vol. 185 
(March 14, 1957), p. 43. 

* Robert Ferber, “The Role of Planning 
in Consumer Purchases of Durable Goods,” 


American Economic Review, Vol. 44 (Decem- 
ber, 1954), pp. 854-874 at 858. 


TABLE 1 
CONSUMER PLANS TO PURCHASE AND ACTUAL PURCHASES 
OF DURABLE GOODS IN THE PERIOD 1948-19572 


1948 1949 
New Cars: 


Planned d J 6.6 


Actual 
Used Cars: 
Planned 
Actual 
Other Selected 
Durable Goods: 
Planned 
Actual 
Washing Machines: 
Planned 
Actual 
Furniture: 
Planned 
Actual 
Refrigerators: 
Planned 
Actual 
Television: 
Planned 
Actual 
Houses: 
Planned J d 8. 
Actual 4. 
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*Data on planned purchases do not include 


Reserve Board, Federal Reserve Bulletin. 
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12-month interval also includes more non- 
random unforeseen events which affect 
the accuracy of anticipations. In a shorter 
time period, consumer plans will less likely 
be confronted with unforeseen events. 

Jean Namias has cited the importance 
of also considering other consumer char- 
acteristics along with intentions to pur- 
chase as a basis for predicting actual 
purchases. In an analysis of Survey Re- 
search Center data, comparing specified 
intentions to purchase household durables 
with whether or not the purchase was 
actually made, she found that actual pur- 
chases were related to the following 
consumer characteristics: intentions to 
buy, income level, liquid assets, attitude 
toward financial position and market con- 
ditions, size of consumer’s town or city, 
and family structure." 


Revision of Time Interval 


These undesirable features of the 12- 
month interval were recognized as having 
affected past results, and the time inter- 
val is being revised. The Survey of Con- 
sumer Finances sponsored by the Federal 
Reserve System is being planned on an 
experimental basis to take place quarterly 
instead of annually. 

Even more frequent is the Newsweek 
sponsored survey under the direction of 
the National Industrial Conferer  ~‘oard. 
This survey is conducted on a continuous 
basis throughout the year. Each week a 
sample of consumers is interviewed by 
daily telephone calls from which weekly 
reports are prepared. Four or five of these 
weekly reports are then accumulated to 
yield a continuous monthly report. The 
questions asked in this survey are similar 
to those of the Survey Research Center: 
questions about general business condi- 
tions, buying plans for specific items, and 
demographic and economic characteristics. 
A distinctive feature of the Conference 
Board survey is the short-run duration 
of the projected questions, six months, 
except for vacation plans, which are based 
on a l-year period. This shorter time pe- 


“Jean Namias, “Intentions to Purchase 
Compared with Actual Purchases of House- 
hold Durables,” JoURNAL OF MARKETING, Vol. 
24 (July, 1959), pp. 26-30 at p. 30. 


riod for projecting purchase plans closely 
resembles the actual consumer planning 
period as shown earlier. 


Use of Attitudinal Data as a 
Supplemental Tool in Forecasting 


The addition of consumer attitudinal 
data to economic considerations and the 
use of judgment has improved the accu- 
racy of predicted changes in consumer 
behavior. Irving Schweiger, formerly an 
analyst for the Board of Governors of 
the Federal Reserve System, reported that 
this combination is superior to “majority” 
opinion forecasts, which do not consider 
the factor of consumer attitudes. Differ- 
ences between forecasts utilizing con- 
sumer attitudinal data and typical opinion 
forecasts of consumer expenditures for 
durable goods and houses have been fre- 
quent; but Schweiger reported in 1956 
that in no case to his knowledge has the 
former been the one in error. The value 
of consumer attitudinal data is stated by 
him as follows: “Since the end of the 
war, but especially since 1948, the survey 
has contributed something of importance 
each year to a better understanding of 
prospective consumer behavior.!? 

The contribution made by the addition 
of consumer attitudinal data is disclosed 
by an analysis of Schweiger’s forecasting 
procedure. First, data on buying plans 
were taken as the most basic indication 
of consumer demand. These data were 
assumed to give information concerning 
changes in the level of consumer demand 
and an approximate measure of magni- 
tude of change. Then the data were re- 
fined by inspection of internal survey con- 
sistency and analysis of possible changes 
in environment that would affect consumer 
buying plans in the twelve month period. 
Thus far, the analysis had concentrated 
on determining a measure of consumer 
willingness to buy. Added to this was an 
analysis of economic factors which influ- 
ence consumer ability to buy. The sum 
total of the analysis became Schweiger’s 
basis for forecasting future consumer 


“Irving Schweiger, “Forecasting Short- 
Term Consumer Demand from Consumer Ex- 
pectations,” Journal of Business, Vol. 29 
(April, 1956), pp. 90-100 at p. 98. 
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behavior."* This application of consumer 
attitudinal data is supported by George 
Katona’s contention that his studies be 
used to supplement, not supplant, studies 
of economic factors, business trends, and 
governmental trends.14 

How consumer attitudinal data can be 
used in combination with other vari- 


. ables in marketing prediction is also illus- 


trated by Peter De Janosi’s analysis of 
variables influencing the demand for new 
automobiles. He includes eight variables 
in his analysis: (1) disposable income, 
(2) car ownership status, (3) financial 
well-being, (4) new-car purchase plans, 
(5) actual and expected earning rates, 
(6) age of the head of the spending unit, 
(7) marital status of the spending unit, 
and (8) size of the community. A multiple- 
regression equation of these variables 
then provides a basis for determining the 
probabilities that certain individuals will 
buy new cars. 


Magnitude Predictions 

Past Survey Research Center surveys 
of consumer attitudinal data, as shown 
in Table 1, have not generally predicted 
accurately magnitude of consumer expen- 
ditures for durable goods and housing. 
Success has been limited to accurate pre- 
dictions of new-car sales in 1952, 1953, 
and 1954. George Katona has stated that 
buying plans should not be interpreted as 
a numerical forecast, but rather as an 
indicator of consumer’s willingness to buy. 
An increase in frequency of plans to buy 
by consumers should be interpreted as a 
greater willingness to buy, and a decrease 
in the frequency of plans to buy repre- 
sents a reduced willingness to buy. He 
further indicates that the data are more 
satisfactory as a basis for predicting 
direction of consumer behavior than the 
magnitude. The Newsweek survey results, 


“Same reference as footnote 12, p. 95. 

“ George Katona, “The Predictive Value of 
Data on Consumer Attitudes,” in Consumer 
Behavior, L. H. Clark (editor), Vol. 2 (New 
York: New York University Press, 1955), 
p. 67. 

* Peter E. De Janosi, “Factors Influencing 
the Demand for New Automobiles,” JouRNAL 
OF MARKETING, Vol. 23 (April, 1959), pp. 
412-418. 
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likewise, are not intended to be translated 
into the size of the actual or potential 
market. 

Various problems exist in the path of 
forecasting magnitude of sales of specific 
durable goods from attitudinal data. There 
is the problem of plan fulfillment. As can 
be expected, not all buying plans are 
completed by the consumer. Another prob- 
lem is the need to consider the effects of 
government and business sector action. 
In addition, the two inherent errors of 
all surveys are present, sampling and 
reporting errors. 

One optimistic note is the possibility 
of using good judgment along with the 
survey data to predict the size of durable 
goods sales accurately. An outstanding ex- 
ample took place in 1953 when general 
forecast anticipation for automobile pro- 
duction was 5.0 to 5.7 million cars. Most 
of the forecasters estimated figures of 
5.5 million or less. Armed with the re- 
sults of consumer attitudinal studies, 
however, Schweiger reports that a fore- 
cast of 5.7 to 6.0 million cars was made. 
This forecast is believed to be the closest 
one to the actual production of 6.0 million 
automobiles in 1953.1¢ More research is 
necessary, however, before the attitudinal 
data can be used for accurate quantitative 
prediction of sales of specific durable 
goods. 


Consumer attitudinal data can be help- 
ful in marketing prediction. Use of these 
data, however, should be tempered with 
recognition of their limitations. In the 
past, the predictive record of attitudinal 
data alone has been one of both successes 
and failures. The successes have been in 
paralleling the general direction of total 
sales of consumer durable goods and in 
indicating the sales direction of large 
durable purchases. 

The past failures of these data have 
been: failure to predict most of the ups 
and downs in the sales of consumer dur- 
able goods, limited success in indicating 
accurately the sales direction of appli- 


“Schweiger, same reference as footnote 
12, p. 99. 
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ances, and a general inability to predict tinue. Two specific areas which are consid- 
magnitude of sales of durable goods. Anal- ered to require further study are the 
ysis of basic economic factors in com- basis for computing the over-all consumer 
bination with the attitudinal data has attitude index, and the basis for predict- 
been shown to improve significantly the ing magnitude of sales of specific durable 
accuracy of the predictive record. goods. Further refinement of the attitudi- 

Revisions in the survey procedure have nal data will simultaneously increase their 
been made and are anticipated to con- usefulness in marketing prediction. 


MARKETING MEMO 


Lo! The Industry Manager 


Ralph V. Davies, vice president in charge of sales for Aluminum 
Company of America, has this to say about sales transition within 
his company: “When you triple production and sales, as we have 
done during the past decade, and when you are making a multi- 
tude of new products, a fundamental change in sales philosophy is 
inevitable. We had 9,400 customers in 1950; today we have about 
15,000. Obviously, this 50% increase takes us into areas where 
the entire sales problem is different.” 

Davies went on to explain that the industry sales group was 
primarily an outgrowth of and aid to the sales development divi- 
sion, and that the transition would be gradual until complete. 

“The salesman and engineer must work closer together,” Davies 
continues. “Our industry sales managers fundamentally furnish 
new ideas and stimulate salesmen to dig up new outlets. 

“The product manager, as before, will be the watchdog over 
product quality, costs, service, and capacities, and the liaison be- 
tween production and the industry manager. Since he is no 
longer fully responsible for contacts with the district sales 
managers, he can more effectively channel his efforts into the 
important coordinative area.” 

“And finally,” he adds, “if our research people and development 
division, in coordination with the product manager, come up with 
a new or suggested product, it can be referred directly to the 
specific industry group, thereby speeding up the process of get- 
ting it to the type of Alcoa customer who can best handle or 
make it.” 


—W. B. Griffin, “Alcoa, 1960: A Billion 
Dollar Baby,” Modern Metals, Vol. 15 
(June, 1959), p. 17. 
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What is “New” About 
a New Product? 


success 


ONSIDER the case of the soup-maker 

who, by freezing, was able to develop 
commercial production of soups which 
previously had to be fresh-prepared—an 
oyster stew among them. Estimating that 
the market potential might be approxi- 
mated by the average relationship between 
frozen and canned foods, he tried his 
soups in a single test market. The oyster 
stew sold out so fast that he had to with- 
draw it from test until he could expand 
production facilities even for this one 
market. 

Or take the case of the industrial manu- 
facturer who developed a silo-like forage 
storer, capable of increasing livestock pro- 
duction profits substantially if properly 
used. Yet when put into distribution 
through experienced dealers in heavy 
farm equipment, it lay dormant for more 
than four years. In fact, no appreciable 
market headway was made until it was 
taken out of the hands of what had seemed 
to be a logical channel for any kind of 
farm equipment. 


* ABOUT THE AUTHOR. Chester R. Wasson is As- 
sociate Professor of Marketing, Drexel Institute of 
Technology, and a consultant on research and sales 
planning to a number of manufacturers and adver- 
tising agencies. Formerly he was a marketing re- 
search analyst for the Leo Burnett Company, Spiegel, 
Inc., and the Department of Agriculture; an indus- 
trial economist with war agencies; and on the staff 
of the University of Minnesota and Virginia Poly- 
technic Institute. 

The author is a graduate of the University of Pitts- 
burgh, received an M.A. from Oberlin College, and 
a Ph.D. in Economics and Sociology from the Uni- 
versity of Minnesota. 
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Why do some new products require heavy resources to establish, 
whereas others gain immediate acceptance? Why do some innovators 
fail, se | to see others pick up the same product to achieve spectacular 


The following article suggests that the answer lies partly in what is 
"new" in the new product—in the sponsor's adaptation of his market- 
ing strategy to the right element of novelty. 


Then, consider the business executive 
with soap-and-cosmetic experience who 
acquired rights to a promising soil im- 
prover. Trade checks indicated that con- 
sumers liked it very much, and an impar- 
tial laboratory test indicated technical 
properties of substance. Put into a few 
test garden stores with no more than 
nominal advertising, sales seemed satis- 
factory. Nevertheless, jobbers would not 
take it on, and when direct sales to a 
wider group of dealers was tried, none 
of the outlets developed any major vol- 
ume. Even though both amateurs and pro- 
fessionals who have tried it like it, and 
come back for more, and in spite of the 
fact that the economics of its use is 
reasonable and that theoretical demand 
seems attractive, the executive is about 
to write it off after four years of trying. 


THE DIFFERENCE LIES IN WHAT IS NEW 


All three cases are simple examples of 
a too prevalent failure to analyze the 
“what’s new?” in the new product... 
to make sure that marketing strategy, 
channels of distribution, and available 
resources are compatible with the ele- 
ments of novelty in the new product. The 
ease or difficulty of introduction and the 
characteristics of the successful market- 
ing strategy depend basically on the na- 
ture of the “new” in the new product— 
the new as the customer views the bundle 
of services he perceives in the newborn. 

Take the oyster stew—what was really 
new, the stew itself? In “R” months, 
oyster stew has been traditional in homes 
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and restaurants from Boston and San 
Francisco to What Cheer, Iowa... from 
the Waldorf-Astoria to Harry’s Diner. 
Assuming adequate quality in the com- 
mercial product, oyster stew was an old 
and welcome dinner-table friend. Was the 
idea of commercial preparation new? For 
oyster stew, yes, of course, but not for 
soup. Just look at the facings in the 
gondolas of any supermarket, or at the 
empty cans in the trash of any restaurant. 

Of course, the idea of a frozen soup 
was new, but not the concept of frozen 
prepared foods. Food-store freezer cases 
had indeed established the association of 
fresh-quality taste with freeze-processing. 
But to the consumer, the only “new” aspect 
about frozen oyster stew was the greater 
availability and convenience implied in 
“frozen.” With this particular item, the 
probability of great development might 
have been anticipated and prepared for 
in advance. 

The silo and the soil improver, by con- 
trast, looked deceptively similar to known 
items. But actually both embodied, for 
the consumer, radically new ideas; and 
both required extreme changes in user 
habits and user ways of looking at 
familiar tasks. 

The forage storer looked like the famil- 
iar silo from the outside, but really em- 
bodied a new principle of preservation 
whose major benefits would be realized 
only when livestock were taken off pas- 
ture and barn-fed harvested forage the 
year around. Adoption of the device 
meant, in effect, adoption of a radically 
new pattern of work organization, and 
even of farm buildings in . me cases. 

No matter how great the promised bene- 
fit, such a major turnabout of habits re- 
quires a great deal of personal selling to 
get even the more venturesome to try it. 
Traditional farm-equipment channels are 
not prepared to carry out the prolonged 
and intensive type of pioneering personal 
sales effort and demonstration required. 
A reasonable degree of success began to 
accrue only after the manufacturer real- 
ized these facts and made the necessary 
changes in his selling plan. 

Likewise, the soil improver resembled 
other growth stimulants in that it was 


sold in large bags and had a granular 
appearance. But the method of use was 
entirely different from, and more difficult 
than, the methods of surface application 
common to most growth stimulants in 
garden use. It had to be dug in, to be 
physically intermixed with the soil. In 
addition, the benefit was an unfamiliar 
one, and perhaps not easily believable— 
simple soil aeration. True, in cultivation, 
all gardeners practice aeration; but they 
think of weed killing, not aeration, when 
they hoe their gardens. 

With such a product, success can rea- 
sonably be expected only after a strong 
educational cainpaign based on intense 
advertising, wide publicity, and personal 
contacts with consumer groups such as 
garden clubs and women’s clubs. The re- 
sources needed were far in excess of those 
available in a “bootstrap” operation. 


The Toni Example 


Determination of the novel aspects of 
a new product is no simple mechanical 
process. What is new depends on what 
the prospective consumer perceives, or 
can be brought to perceive, in the new 
product. 

Determining such potential aspects re- 
quires a high order of imagination, and 
spectacular successes such as the Toni 
Home Permanent are due in no small 
part to the introducer’s skill in pinpoint- 
ing the nature of the novel aspects of the 
product, and devising the kind of market- 
ing strategy needed to fit the various types 
of “‘new” elements in his product. 

When the Harrises first introduced 
Toni, they clearly perceived that their 
key problem was to gain credibility for 
the idea of a safe and satisfactory “per- 
manent wave” done in the home. Home 
curling of hair was an old custom, but 
the home-produced curl had always been 
very temporary. Permanent waves had 
been available, and proven, for nearly 
thirty years, but only at the hand of a 
skilled hairdresser, and in a specially 
equipped beauty parlor. With the perfec- 
tion of the cold-wave lotion, a true home 
permanent became possible, using a tech- 
nique not very different from those al- 
ready in use for temporary home curling. 
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The principal benefit was one for which 
the times of the middle and late 1940's 
were ripe—a major saving in cost as com- 
pared with the professional job. 

The problem was to gain credibility for 
the safety and the effectiveness af the 
product claiming the benefit (Toni)—a 
problem requiring intense selling effort. 
The Harris strategy consisted of: per- 
suading the girl behind every cosmetic 
counter in town to use a kit herself before 
it went on sale; making sure that every 
cosmetic counter had a stock before the 
day of introduction; working one town 
at a time, putting the maximum advertis- 
ing effort behind the introduction; plow- 
ing back all income into further advertis- 
ing until market saturation was accom- 
plished; and then using funds from estab- 
lished markets to open new ones. 

If, on hindsight, this solution seems to 
have been the obvious, it should be noted 
that Toni was not the first cold-wave 
home permanent—merely the first success- 
ful one. The forgotten competitor, who 
was really. first, never appreciated the 
intensity of consumer education that 
would be needed, and had so little success 
that his product is remembered by few. 


WAYS A PRODUCT CAN BE “NEW” 


In how many ways can a product be 
new? Of course, each case should be 
analyzed on its own. Nevertheless, there 
are at least thirteen possibilities which 
should be considered: 

A. Six novel attributes are positive, in 

the sense that they ease the job of 


introduction: 

1. New cost—or, better yet, price 
—if lower. 

2. New convenience in use—if 
greater. 


3. New performance—if better, 
more dependable and in the 
range of, experience of the pros- 
pect—if believable. 

4. New availability, in place, or 
time, or both (including anti- 
seasonality). 

5. Conspicuous—consumption (sta- 
tus symbol) possibilities. 

6. Easy credibility of benefits. 

B. At least four characteristics make 
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the job more difficult, slow up mar- 
ket development, and usually make 
it costlier: 

7. New methods of use (unless ob- 
viously simpler). 

8. Unfamiliar patterns of use (any 
necessity for learning new hab- 
its in connection with perform- 
ance of a task associated with 
the new product). 

9. Unfamiliar benefit (in terms of 
the prospect’s understanding). 

10. Costliness, fancied or real, of a 
possible error in use. 

C. Three others are ambivalent in their 
effect—that is, the effect on market 
development probably depends not 
only on their exact nature, but also 
on the cultural climate at the mo- 
ment. However, extreme unfamiliar- 
ity would probably be negative in 
effect : 

11. New appearance, or other sensed 
difference (style or texture, for 
example). 

12. Different accompanying or im- 
plied services. 

13. New market (including differ- 
ent channels of sale). 

The oyster stew had four of the six 
positive characteristics (only lower cost 
and conspicuous consumption omitted), 
and no negative ones. The silo and the 
soil improver had all of the negative 
attributes listed, and only performance 
among the positive. Toni had cost and 
performance in its favor, and marketing 
strategy involved an overwhelming attack 
on the negative aspects (fear of error 
and credibility of results). 

The ambivalence of style should be ob- 
vious to those who have followed auto- 
mobile history. The turtle-shaped DeSoto 
of the 1930’s was one of the most spec- 
tacular design failures of history. The 
design was “too radical” for the motorists 
of that era. Twenty years later, the very 
similar appearance of the Volkswagen 
“beetle” proved no deterrent to the ini- 
tiation of a radical reorientation of the 
American automobile market. And while 
the Volkswagen brought into that market 
items of dependable performance, greater 
convenience in use, and a lower cost than 
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had been available for some time, one 
element in its success was the recognition 
of the necessity for continuing the avail- 
ability of an established implied service 
in the sale of the car—ready availability 
of parts and service. Volkswagen entered 
no area until it had made certain of a 
high-grade service network in that area. 


A Fourteenth Characteristic 


Omission of a possible fourteenth char- 
acteristic—new construction or composi- 
tion—is purposeful. This characteristic is 
neutral—that is, it has no consumer 
meaning except to the extent that it is 
identified with, or can be associated with, 
one or more of the consumer-oriented 
characteristics listed above. 

All that is new in any product is the 
package of consumer-perceivable services 
embodied in it. The innovator leads him- 
self astray who analyzes the novel in his 
newborn in terms of physical and engi- 
neering attributes. 


An Example in Television 


The physical similarity of color TV to 
black-and-white TV probably led the elec- 
tronic industry to expect, erroneously, 
that color-set introduction would parallel 
the “mushroom” market development ex- 
perienced with black-and-white. Physi- 
cally, the parallel was certainly there. 
Color adds a new dimension to the signal 
received, just as the picture added a new 
dimension to the radio signal. But black- 
and-white television was not, for the con- 
sumer, a simple extension of radio. To 
the family, and most especially to the 
children, it was a vastly more convenient 
theater—it was “movies in the parlor.” 
In an era in which children were being 
granted almost everything they asked for, 
the pressure for ownership soon became 
overwhelming. And to add to that pres- 
sure, the black-and-white television set 
required an unmistakable and quite con- 
spicuous symbol of possession—the dis- 
tinctive aerial. Black-and-white television 
never had to be sold—it was bought. 

Color television, however, to the con- 
sumer, is simply an extension of black- 
and-white, which he already owns, and to 
which he is thoroughly accustomed. The 


mere idea of an added color dimension has 
only potential interest to the adult, and 
probably little to the child. Programs, 
moreover, are fully compatible—the owner 
of the color TV set can talk about no pro- 
gram the black-and-white neighbor has 
not been able to see. 

Color television’s one positive charac- 
teristic is thus simply better performance 
—a degree of better performance which 
has not as yet acquired much value in 
the eyes of the consumer. Offsetting this 
are the factors of higher cost, questions 
as to perfection of color TV, and a bene- 
fit that is relatively unfamiliar, so far as 
the experience of most prospects is con- 
cerned. 

If color television is to become domi- 
nant, it will have to gain acceptance the 
way most other home appliances have—by 
“hard” direct-to-customer personal sell- 
ing, probably operating through selective 
retail distribution, backed up by strong 
advertising and shrewd publicity that will 
build up the latent added value of color 
reception into kinetic reality. 


The Old Can Be New 


Even the well-established can be “new” 
so far as the buyer is concerned. The 
pharmaceutical industry is well aware that 
when its ethical formulations can be made 
available for over-the-counter sales, new 
sales vistas can be opened by a new sales 
effort. Ecko discovered that an invention 
of the 1890s could gain quick success 
when reintroduced to the modern market 
(the case of the one-hand egg-beater). 
And one of the most interesting research 
results the author ever had was the dis- 
covery that a minor product which a 
client had been making for over fifty 
years needed only a different kind of sales 
effort, including a new channel of sale, 
to turn it into a promising new major 
product in the industrial-component field. 


MARKET MANAGEMENT OF INNOVATION 


Skilled management of the innovation 
phase of the enterprise is, increasingly, a 
prerequisite to business success. Today’s 
fast-moving markets pay best profits to 
firms in the van of those with product 
improvements and new products. In some 
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industries, even mere survival depends 
on constant, successful new-product intro- 
duction. New-product success follows only 
when the marketing plan is suited to the 
innovational characteristics of the indi- 
vidual product, as the customer views it, 
or can be brought to view it. 

Really consistent success in the market- 
ing of innovations requires an all too rare 
understanding that the extent and nature 
of the new is not measurable in terms of 
the physical specifications of the product 
nor in the logical blueprint of the service. 
The nature of the new is in what it does 
to and for the customer—to his habits, 
his tastes and his patterns of life. 

Some aspects of the new product make 
familiar patterns of life easier, cheaper, 
more convenient, or otherwise more pleas- 
ant. These aspects aid speedy introduction 
and adoption. Other aspects of the inno- 
vation require new patterns of life, new 
habits, the understanding of new ideas 
or ways of looking at things, the accept- 
ance of the difficult to believe, or the 
acquisition of new tastes. The latter re- 
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quire the maximum concentration of mar- 
keting energy, to add enough value to 
the strange service to counterbalance the 
pain of the new idea. 

Finally, some characteristics can be 
positive, negative, or neutral, dependent 
on the trend of the cultural climate. The 
current valence of these must be carefully 
evaluated at the time of introduction, and 
the marketing plan, or even the product 
design, fitted to the value determined. 

Skillful development of new-product 
marketing plans would thus seem to con- 
sist of three basic steps: 

1. Careful analysis of the positive and 
negative aspects of the specific prod- 
uct. 

2. Maximum exploitation of the im- 
provements in the familiar embodied 
in the product, to gain added value 
necessary to overcome the negative 
aspects. 

3. Application of the maximum pro- 
motional effort in countering the 
negative aspects and lending value 
to the new and unfamiliar. 
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The American Marketing 
Association in 1960 


© DIK WARREN TWEDT 


The American Marketing Association is growing at a healthy rate. Most 
of its members are businessmen, engaged in the marketing of industrial 


and consumer goods; and the most common occupational function is 


the membership. 


marketing research, although this function accounts for less than half 


The American Marketing Association is 
continuing its healthy rate of growth, An 
analysis of the 1954-55 Roster showed a total 
membership of 4,676.1 At the beginning of 
1960 there were 7,236 members—an increase 
of 56% since 1955. 


Tae AMA “distorted map” shows New York 
with the 'argest membership of any state 
(20%), followed by Illinois (11%), Ohio 
(8%), Pennsylvania (7%), and California 
(7%). More than half the members live in 
these five states. 


The AMA Map of The U.S. 


A Distorted Map Based on AMA Membership 


WAS". MINN. 
158 
ILLINOIS 
CALIF. 706 
547 
215-146 


_ Total AMA Membership 


7.236: 
also includes: 
Remainder of U.S. $i 
(less than 10 per state) 
Canada 445 
73 All charts by Chartmasters, Inc. 
FIGURE 1 


* ABOUT THE AUTHOR. Dik Warren Twedt is 
President of Faison & Twedt, Inc., a marketing and 
psychological research company specializing in new 
product introduction, with headquarters in Chicago. 
His marketing experience includes consumer and 
industrial goods, publishing, and research and client 
service with leading advertising agencies. Dr. Twedt 


is a Diplomate in Industrial Psychology of the Ameri- 
can Psychological Association, and Vice President 
Elect (Marketing Research) of the American Mar- 
keting Association. 


*Dik Warren Twedt, “Who Is the AMA?,” 
JOURNAL OF MARKETING, Vol. 20 (April, 
1956), pp. 385-389. 
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Major Fields of Activity of AMA Membership 


3,099 “Mot Classified 
hs 323 (4%) 


Utifties 
82 (1%) 


Government 

723 (2%) 

Trade & Consumer 

Services 


Publications & 
Communication 
(6%) 


1,828 (27%) 


7 
od 


The American Marketing Association represents a broad spectrum of mar- 
keting activity. See Figure 2. 


Business (excluding services) accounts for the largest segment (43%) of 
AMA membership. 


Business and professional services account for the next largest group (27%). 
Academic membership (13%) is down slightly from 1955 (15%). 
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THE AMERICAN MARKETING ASSOCIATION IN 1960 


Industrial Classification of AMA Membership 


industrial Goods 


Consumer Goods 


Colleges & Universities 


Business Services 
(excluding ad agencies) 


Advertising Agencies 


Communications 


Public Utilities 


Business, Trade & 
Professional! Assns. 


= 


Retailing 


Government 


Wholesaling 


Other 


Not Classified 


Ficure 3 


Looking at the membership from a slightly different point of view (see Fig- 
ure 3), the particular business activity in which the greatest number of AMA 
members engage is industrial marketing, 16% of the total. Consumer-goods 
marketing accounts for 13%; and companies marketing both consumer and 
industrial goods include another 13% of the members. Colleges and univer- 
sities represent 13%, business services (other than advertising agencies) 14%, 
advertising agencies 11%, and communications 7%. All other classifications 
account for the remaining 13%. 
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Functional Activities of AMA Membership 


MARKETING RESEARCH, 
MARKET & COMMERCIAL ANALYSIS, 
SALES & ADVERTISING RESEARCH 


2,919 — 40% 


ADMINISTRATION & 
GENERAL MANAGEMENT 


576 — 8% 


MARKETING 


1,285 —18% 


ADVERTISING & 
MERCHANDISING 


572— 8% 


SALES & 
SALES 
DEVELOPMENT 
& PROMOTION 


UNCLASSIFIED STATISTICS 


130— 2% 


665 — 9% 


OTHER 
(less than 1% in each 
sub-class) 


410 — 6% 
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More AMA members are employed in marketing research (40%) than in any 
other marketing function. The “floor layout” chart (Figure 4) shows the rela- 
tive importance of each of the seven major job areas in which the members 
work. 


MEMBERS 
6,242 (86%) 


ASSOCIATE 
MEMBERS 
792 (11%) 


GRADUATE 
STUDENTS 
202 (3%) 


FIGURE 5 


As shown in Figure 5, the majority of AMA members (86%) are regular 
members of the Association. An additional 11% are associate members, and 
3% are graduate students. 


It should prove interesting to compare the occvpational fields and job func- 
tions of the 1960 membership with that five years hence—when AMA mem- 
bership is projected to reach 10,000. 
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What About the 


Good-Faith Defense? 


@ LAWRENCE X. TARPEY 


V VE 


ROBERT FERBER, Editor 
University of Illinois 


What are the limits of the good-faith defense? This article outlines 


the man 


problems which still surround the interpretation and applica- 


tion of ion 2(b) of the Robinson-Patman Act. 


HIS ARTICLE is a review and anal- 

ysis of one small portion of the 
Robinson-Patman Act, namely the “good- 
faith” defense. 

In its original form, Section 2 of the 
Clayton Act was limited to competition 
among sellers;!1 and it was further re- 
quired by the U.S. Supreme Court that 
discrimination be shown to tend to re- 
strain trade or create monopoly in the 
line of commerce in which the seller was 
engaged. Price differentials were allowed 
for quantity purchases without the need 
for justification on a cost basis.? 


*38 Stat. 730 (1914). 

* Goodyear Tire and Rubber Co., v. Fats 
101F. 2d620, (6th Cir. 1939), certiorari de- 
nied, 308 U.S. 557 '(1939). 


* ABOUT THE AUTHOR. Lawrence X. Tarpey is a 
Research and Teaching Assistant at Cornell Univer- 
sity's Graduate School of Business and Public Ad- 
ministration. He received his M.B.A. from Indiana 
University and his A.B. from the University of Notre 
Dame. Before coming to Cornell University he was 
an Instructor at Delta State College in Cleveland, 
Mississippi. 


In 1936 Congress passed the Robinson- 
Patman Act® which amended Section 2 
to provide that the seller may not dis- 
criminate in price or terms of sale in 
interstate commerce between different 
purchasers of commodities of like grade 
and quality where the effect of the dis- 
crimination may be “substantially to 
lessen competition or tend to create a 
monopoly in any line of commerce, or to 
injure, destroy, or prevent competition 
with any person who either grants or 
knowingly receives the benefits of such 
discrimination, or with customers of 
either of them.” 

One could avoid the impact of the act 
either by the “cost justification” under 
the proviso of Section 2(a), or through 
meeting competition in “good faith” under 
the proviso of Section 2(b) which declares 
that nothing contained in the Act “shall 
prevent a seller rebutting a prima facie 
case thus made .. . »y showing that his 
lower price or the furnishing of services 


*49 Stat. 730 (1936). 
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or facilities to any purchasers was made 
in good faith to meet an equally low price 
of a competitor, or the services or facili- 
ties furnished by a competitor.” 

The meaning of “prima facie” was first 
interpreted by the U.S. Supreme Court to 
impose on a respondent the burden of 
demonstrating that competitive “injury” 
did not result, once the bare fact of his 
differential pricing was shown. In the 
General Foods case of 1954, however, this 
burden of proof was restricted to those 
discriminations affirmatively prohibited 
when causing adverse market effects de- 
scribed in 2(a), and unlawful unless justi- 
fied by the seller through defenses made 
available by the law.* Competitive injury 
is now an essential element of a prima 
facie case, and the proof of this injury 
rests with the Federal Trade Commission. 


GOOD FAITH 


Section 2(b) of the amended Clayton 
Act, known as the good-faith defense, has 
been an issue in many cases;5 but the 
scope and legal effect of this defense has 
been directly construed by the Supreme 
Court only in the two Standard Oil of In- 
diana Cases.* In 1945 the Federal Trade 
Commission rejected this defense because 
the lower prices charged by Standard of 
Indiana to “jobbers” in the Detroit mar- 
ket were held to be injurious to competi- 
tion. The Commission contended that the 
proviso of Section 2(b) was not an (abso- 
lute) defense if an injury to competition 
resulted from the price reduction. 

In 1951 the Supreme Court by a 5-3 de- 
cision overruled the Commission on the 
grounds that if Standard Oil or any other 
seller acting in good faith decides to lower 


*General Foods Co., F.T.C. Docket 5675 
(April 27, 1954). 

*Corn Products Refining Co. v. F.T.C., 324 
U.S. 746 (1945) F.T.C, v. A. E. Staley Man- 
ufacturing Co., 824 U.S. 746 (1945) F.T.C. 
v. Cement Institute, 333 U.S. 683 (1948), 
Anheuser-Busch, Inc. F.T.C, Docket 6331 
(1957), Samuel H. Moss, Inc. v. F.T.C., 148 
F. 2d 378, 8379 (2nd Cir. 1945), Balian Ice 
Cream Co. v. Ardens Farms Co., 104 F. Supp, 
796, 801 (S.D. Cal. 1952), and some others. 

* Standard Oil Co., v. F.T.C., 340 U.S. 231 
(1951). F.7.C, v. Standard Oil Co., 355 U.S. 
396 (1958). 


its prices in a particular market to meet 
the lawful and equally low price of a com- 
petitor, there is no violation of the law 
regardless of the incidental effects on com- 
petition. Since that time, at least six bills 
have been introduced in Congress (S. 11, 
H.R. 11, H.R. 1281, H.R. 2544, and H.R. 
2884) with the general purpose of limiting 
the good-faith defense in situations where 
the effect of the seller’s discrimination 
may be to lessen competition substantially 
or to tend to create a monopoly in any line 
of commerce. 

The Supreme Court remanded the case 
to the Federal Trade Commission, with 
instructions to make a specific finding on 
whether Standard Oil of Indiana had 
acted in “good faith.” The F.T.C. did not 
contest the fact that Standard’s lower 
prices were made to meet those of its com- 
petitor. It did argue, however, that there 
was an absence of good faith on the part 
of Standard Oil because it alleged that 
Standard’s prices were made pursuant to 
an illegal price system and were not mere- 
ly departures from a legal price scale. The 
F.T.C. cited legal precedents to establish 
the fact that pricing pursuant to an illegal 
pricing system would preclude the good 
faith defense.” 

On January 27, 1958, the Supreme Court 
held for the respondent, Standard Oil of 
Indiana. The case turned on a question of 
fact. The record showed that Standard 
had priced its gasoline in the Detroit mar- 
ket, not according to any illegal system 
but in direct response to a competitive sit- 
uation which seemed to have persisted 
over time. The evidence showed that 
Standard had lost three of its seven “job- 
bers” by not granting concessions and that 
there was a long history of haggling that 
preceded price concessions. This fact had 
been established by the Court of Appeals 
and the Supreme Court merely ruled on it. 


PROBLEMS CONCERNING SECTION 2(b) 


1. The most important issue relevant to 
Section 2(b) stems from the Standard Oil 
decision of 1951 where the “good-faith” 


"Staley Case, 1945, same reference as foot- 
note 5, Cement Institute Case, 1948, same 
reference as footnote 5, National Lead Co., 
1957, 49 F.T.C. 791 (1953). 
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proviso was declared to be an absolute de- 
fense to a charge of price discrimination. 
Below is a summary of the major argu- 
ments and criticisms put forth by the pro- 
ponents and opponents of the ruling. 


Pro 


. Meeting a rival’s price is the essence of 
the competitive process. 

. Congress did not seek by the Robinson- 
Patman Act either to abolish competition 
or so radically to curtail it that a seller 
would have no substantial right of self- 
defense against a price raid. 


. To say that a seller faced with a com- 
petitor’s lower offer to a particular cus- 
tomer should be forced to reduce his prices 
to all his customers in the competitive 
area in order to meet competition is un- 
realistic. 


. A competitive effect criteria which does 
not view competition as a process but in- 
stead focuses attention upon the sales 
and profits of individual business firms, 
goes beyond the intent of the law, and 
abolishes the good-faith defense. 

. Businessmen will be subject to impossible 
burdens if, each time they match a com- 
petitor’s offer of a lower price to one of 
their customers, they must determine 
whether the effect of their action may be 
substantially to lessen competition. 


. The right to meet competition through 
competitively inspired freight absorption 
would be in danger without Section 2(b). 


Con 


. To permit competitive injury under the 
guise of “good-faith” is destructive of 
competition. 

. A dominant seller may discourage com- 
petition of small sellers by meeting each 
competitive offer to a customer as it is 
made. 

. If the good-faith defense were not avail- 
able, a seller facing competition could re- 
duce prices to all customers rather than 
to one, a result ultimately more beneficial 
to customers than that brought about by 
selective reductions. 


. Enforcement of the Robinson-Patman Act 
is made extremely difficult because the 
only wrongdoer is the seller who origin- 
ates a price reduction to less than all of 
his customers; subsequent sellers who 
meet this price are insulated from the law 
even though the anti-competitive effects 
described by the Act are present. 

. The favored buyer is very unlikely to re- 
duce his resale price, since he is under no 
economic compulsion to do so because his 
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competitors have not received the same 
preference. 


. The lack of a standard of competitive in- 
jury in applying Section 2(b) is incon- 
sistent with other sections of the Act. 
2. A second major issue relates to the 

1958 Standard Oil of Indiana decision.* 
In this case it was agreed by both parties 
that discrimination pursuant to a pricing 
system would exclude good faith (see 
Staley Case, Cement Institute Case, and 
National Lead Co. Case). The 1958 deci- 
sion, on the basis of the facts decided by 
the lower court, held that Standard of 
Indiana was not pricing according to pol- 
icy. However, the issue is still not clear 
as to what the exact difference is between 
“sporadic” and “regular” price-matching 
conduct. The three dissenting Justices 
were convinced that Standard’s Detroit 
prices amounted to a discriminatory pric- 
ing system. 


3. It is also unclear whether the 2(b) 
defense may be used only to retain exist- 
ing customers, or can be used to acquire 
new customers. The 1951 Standard Oil of 
Indiana decision seemed to indicate that 
the proviso could only be used defensively, 
although the Attorney General’s Commit- 
tee seems to feel that the good-faith pro- 
tection should not be restricted merely to 
a retention of existing customers.® 

Two additional problems relate to this 
question: (1) What is the scope of the 
statutory prerequisite that the goods (in 
the sale of which discrimination is al- 
leged) be of “like grade and quality’? 
(2) Is there a measure of the extent to 
which a seller may lower his price in re- 
sponse to a lower price offered his rival 
when one of the products is ordinarily sold 
at a premium or is a superior product? 

Thus, in the Anheuser-Busch case the 
Federal Trade Commission rejected the 
good-faith defense of the respondent, be- 
cause its sales of Budweiser and its over- 
all share of the beer market had been 
steadily increasing.!° This fact indicated 


* Standard Oil of Indiana Case, same ref- 
erence as footnote 6. 

*Report of the Attorney General’s Na- 
tional Committee to Study the Antitrust 
Laws, (G.P.O. Washington, D.C.) 1955, pp. 
174-186. 
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that Anheuser-Busch did not have to cut 
prices in order to gain sales, and that the 
competitive situation in St. Louis did not 


“a justify the price reductions in question. 
These circumstances permitted competi- 
ne tive prices substantially below the prices 
1." of the more popular product. 
es Again, since Section 2(b) permits the 
ig seller to meet, but not to beat, the com- 
ee petitor’s price, does this mean that the 
nd seller must demonstrate that his price met 
Ci- the competitor’s price on a cent-for-cent 
by basis for a precisely equivalent quantity 
of of goods? 
o 4. Section 2(b) requires the seller to 
te meet the competitor’s equally “lawful” low 
- price in order to prove good faith.11 What 
ie is a lawful price and how does a seller de- 
oit termine the lawful price of a competitor? 
“ea Sometimes might it not be necessary for 
the seller to meet a predatory price? 
b) 5. The Standard Oil of Indiana Case 
™q raises a question concerning the definition 
ron of middlemen and consequently, the “line 
of of commerce.” The F.T.C. claimed that 
om * Anheuser-Busch case, same reference as 
— footnote 5. 
alt “In Standard Oil Co, v. Brown, 238 F. 
ro- 2d 54 (5th cir. 1956), an implied ruling by 
' to the court that the good-faith defense could 
only apply when the price differences were 
his allowed to meet the “lawful” prices of a com- 
the petitor. 
(in 
al- 
t to 
re- 
‘iva 
‘oe Alpha Kappa Psi 
the Foundation Award 
be- 
ver- 
heen Irving S. White was voted the 1960 
ated Alpha Kappa Psi Foundation Award for 
his article, “The Functions of Advertising 
ref- in Our Culture,” which appeared in the 
July, 1959, issue of the JOURNAL OF 
MARKETING (pages 8-14). 
op. Mr. White is Director of Creative Re- 


search Associates, Chicago, specializing in 


Standard’s definition of a “jobber” was in- 
complete. It should have included a con- 
dition that such customers (for example, 
jobbers) sell only at wholesale. One of 
the dealers Standard had classified as a 
jobber, and to whom it had given the 142¢ 
special discount, sold only at retail. Those 
gasoline retailers and wholesalers who 
have integrated, either to obtain a com- 
petitive advantage or just to maintain 
their position in the market, are faced 
with the constant threat that this integra- 
tion may be declared “unfair” by the 
F.T.C. 


IMPLICATIONS 


The above arguments serve as a clear 
indication that the basic ideas which un- 
derlie the good-faith defense are extreme- 
ly complex and somewhat paradoxical. The 
facts would seem to indicate that this por- 
tion of the law on price discrimination can 
be of little help as a guide in mare cer- 
tain pricing decisions. 

The question which aon business- 
men must answer for themselves is this: 
Are the problems involved in writing and 
interpreting laws, such as the Robinson- 
Patman Act, a necessary evil and a natu- 
ral by-product of the federal government’s 
attempt to maintain fair competition? Or 
are they a deliberate attempt to redefine 
market competition in favor of price uni- 
formity and the small seller? 


qualitative studies in advertising and pub- 
lic relations. 

The Alpha Kappa Psi Award of $100 is 
given to the author of the article appear- 
ing in the JOURNAL OF MARKETING 
during the previous year adjudged as most 
worth-while by the Editorial Board. 
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Differences in Food Buying 
Attitudes of Housewives 


OW DO HOUSEWIVES differ in the 
ways they decide what foods to buy? 
To find an answer, 242 Lansing, Michi- 
gan, housewives were asked to reply to 
each of 37 statements on a 5-point scale: 
(1) “rarely or almost never true”; (2) 
“sometimes but infrequently true”; (3) 
“occasionally true”; (4) “very often 
true”; and (5) “true most of the time.” 
The sample of wives used was selected 
to represent the various income groups 
in the Lansing area: 5 per cent had in- 
comes under $2,000; 18 per cent between 
$2,000 and $4,000; 25 per cent between 
$4,000 and $5,000; 26 per cent between 
$5,000 and $7,000; 20 per cent between 
$7,000 and $10,000; and 6 per cent over 
$10,000. 
The statements were chosen on the 
basis of preliminary open-ended inter- 


* ABOUT THE AUTHORS. Howard Trier is a psy- 
chologist in the Industrial Relations Department of 
the Mead Corporation, Chillicothe, Ohio. This erti- 
cle is based on findings reported in his Ph.D. disser- 
tation, Michigan State University, 1959. 

Henry Clay Smith is Professor of Psychology at 
Michigan State University, specializing in Industrial 
Psychology. He is author of Psychology of Industrial 
Behavior (New York: McGraw-Hill, 1959), and of 
Personality Adjustment (New York: McGraw-Hill, 
1960). He received his Ph.D. in Psychology from 
Johns Hopkins University. 

James Shaffer is Associate Professor of Agricul- 
tural Economics at Michigan State University. He is 
author of many articles dealing with food consump- 
tion. He received his Ph.D. in Agricultural Economics 
from Michiga State University. 

This article is contributed journal paper no. 2554 
from the Michigan Agricultural Experiment Station. 


® HOWARD TRIER, HENRY CLAY SMITH, and 
JAMES SHAFFER 


This is an exploratory study of decision making in food buying which 
is concerned with the following questions: 

How do wives differ in their approach to food buying? 

Is the approach to food buying related to their perceived roles and 
their perceptions of self? 

Is there a relationship between the personality traits of the wives 
and their approach to food buying? 


views and covered eight major areas of 
decision making judged to be important. 
The replies to the 37 statements were 
analyzed by the principal component 
method.! The factors revealed, in the 
order of their influence, were as follows: 
cost of food; friends (direct and indirect 
influence) ; parents; husband (direct and 
indirect influence); food preparation 
time; food value; food quality; and mass 
media. These factors accounted for 93 
per cent of the total variance in the re- 
plies to the 37 statements. Each is con- 
sidered in more detail below. 

Why do housewives differ in their atti- 
tudes? Scores were obtained for each wife 
on each factor by summing her replies 
to all statements which had a significant 
correlation with the factor. The 57 wives 
with the highest scores on a factor were 
then compared with the 57 wives with the 
lowest scores in relation to socio-economic 
variables, personality traits, and their role 
and self perceptions. The eight socio- 
economic variables considered were: size 
of family, type of family, age of wife, 
education of wife, number of working 
members in the family, occupation of hus- 
band, income of family, and percentage of 
income spent for food. 

Each wife completed a personality in- 
ventory measuring differences in eight 
traits: dominance, conformity, gregarious- 
ness, warmth (as measured by responses 
to such statements as “I genuinely like 


*See R. B. Cattell, Factor Analysis (New 
York: Harper and Brothers, 1952). 
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everyone .I get to know,” and “I almost 
always forgive people who hurt me”), emo- 
tional control, optimism, self-confidence, 
and orderliness. The inventory was com- 
pleted in the home under the supervision 
of a trained interviewer. The eight scales 
were selected from a battery of twenty-two 
developed by Smith. 

Each scale consisted of 30 statements 
to which the wives answered “true” or 
“false.” To reduce the tendency to make 
socially desirable answers, the statements 
were worded as neutrally as possible. To 
reduce the influence of acquiescence, the 
extreme scores could be obtained only by 
answering half of the statements true 
and the other half false. 

The average wife in the present study, 
compared to the average college male, was 
much less dominating and somewhat less 
gregarious and less self-confident. She was 
warmer, more conforming, and more or- 
derly. 

Each wife also completed a role inven- 
tory and a self inventory. Each inventory 
consisted of a list of 80 adjectives and 
phrases describing various possible duties 
of a housewife. For the role inventory she 
was asked to choose the activities a house- 
wife should perform; for the self inven- 
tory she was asked to pick those she felt 
she actually did perform. Those variables, 
traits, or adjectives which differentiated 
the low from the high scorers on a factor 
at the 5 per cent level of confidence or 
better are summarized under the appro- 
priate factor. ‘ 


COST-OF-FOOD FACTOR 

Some wives stressed cost in their pur- 
chases, while other wives were uncon- 
cerned about it. For example, to the state- 
ment, “Before I go to the store I figure 
which foods I can buy that will cost the 
least amount of money,” some answered 
“true most of the time” while others 
answered “rarely, or almost never.” The 
cost-conscious wives also said that they 
read the newspapers to find out about spe- 
cials, took a pencil and paper with them 
when they went shopping to figure prices, 
and shifted their purchases when the price 
of food changed. Some wives did none of 
these things. Variations in cost-conscious- 
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ness was the most important single factor 
creating differences among the wives. It 
accounted for 19 per cent of the total 
variance. 

None of the eight sociological variables 
had any significant relationship to cost- 
consciousness. Even family income was 
unrelated-—-wealthy wives were about as 
likely to be cost-conscious as the poor 
ones. Nor was any of the eight personality 
traits related to cost-consciousness. In 
their role and self perceptions, however, 
the wives were significantly different. The 
cost-conscious wives saw their most impor- 
tant tasks as cooking, washing, mending, 
dishing, and cleaning—and themselves 
primarily as shoppers and cooks, The 
less cost-conscious wives saw their role 
more in terms of human relationships 
within the family. They stressed the child- 
raising and companionship aspects of their 
role. 

FRIENDS FACTOR 

Factors B and C, which together ac- 
counted for 21 per cent of the variance, 
involved the direct and indirect influ- 
ence of friends: “Conversations with my 
friends have changed some of my food 
buying habits,” and “The meals that we 
eat are very similar to the meals that our 
friends eat.” 

Two unexpected relationships appeared 
in the sociological and personality analy- 
sis: the better educated and the more 
dominating the housewife, the more likely 
she was to report that her friends influ- 
enced her food purchasing. Such wives 
seemed to seek advice and not to resist 
it when it was offered. The role and self- 
analyses indicated that the wives most 
influenced by their friends were more de- 
sirous of maintaining a cheerful home, 
and were more concerned with their social 
responsibilities, and spent more time cook- 
ing and entertaining. The wives who were 
least influenced by their friends placed 
the most stress on their child-rearing 
functions. 

PARENTS FACTOR 

The parents factor accounted for 11 per 
cent of the variance in attitudes. It in- 
cluded statements like, “The meals that 
my family eat are very similar to the 
meals that my parents ate.” The parent 
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factor had more significant relations with 
the sociological variables than any other: 
the younger the wife, the younger her 
children, and the better her education, 
the more likely she was to be influenced 
by the buying and eating habits of her 
parents. 

Wives who were less influenced by their 
parents were more self-confident. They 
stressed their civic activities and the im- 
portance of being a companion to their 
husband, and de-emphasized their child- 
rearing and housekeeping functions. 


HUSBAND FACTOR 


Two factors were concerned with the 
husband’s influence (or lack of it). One 
involved statements indicating his direct 
influence: “My husband wants .othing to 
do with the food buying or deciding what 
to eat.” The other involved statements in- 
dicating an indirect influence: “My hus- 
band tells me how much money can be 
spent for food.” 

The husband’s occupation was the most 
important sociological variable related to 
his influence: the higher the social status 
of his occupation, the more influence his 
wife reported he had on food buying. As 
with friends, the more dominating the 
wife, the more she was influenced by her 
husband. Also, the more pessimistic the 
wife, the more influence her husband ex- 
erted. Those most influenced by their hus- 
bands stressed their social and entertain- 
ing roles and the importance of being 
well-informed and being a good budget 
keeper. Those least influenced by their 
husbands saw themselves as being relaxed, 
good-natured, and friendly, and making 
their husbands happy. 

Scores on the husband factor, as well 
as on the other factors, were compared 
with the role conflicts of the wives. A role 
conflict score for each wife was deter- 
mined by the number of activities she 
checked as being important on the role 
inventory but did not check herself as 
performing on the self-inventory. For ex- 
ample, a wife who checked “being a good 
cook” as important but who did not check 
that she was a good cook had a conflict. 

The highest possible number of conflicts 
was 32. The actual range was from 2 to 
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17. The number of conflicts had no rela- 
tion to any of the sociological variables, 
but was highly related to emotional sta- 
bility: those with the lowest scores in 
emotional control, optimism, self-confi- 
dence, and orderliness had the highest 
number of conflicts. Conflict scores were 
related to only one of the buying attitude 
factors: wives who felt their husbands 
had « strong indirect influence on their 
buying (“I let him work out the budget 
and the amount we have to spend”) had 
many conflicts. 


FOOD-PREPARATION TIME FACTOR 


The preparation-time factor (“I like to 
spend as little time as possible preparing 
meals, so I buy ready-made dishes that 
can be prepared easily”) accounted for 9 
per cent of the variance. The wives who 
stressed the idea of using little time in 
food preparation were nonconformists. 

In fact, nonconformity and a favorable 
attitude toward quick cooking were more 
closely related than were any of the per- 
sonality traits to any of the other buying 
attitudes. The quick preparers also scored 
somewhat lower on the warmth and order- 
liness scales. 

None of the sociological variables was 
significantly related to preparation time, 
although there was a suggestion that those 
of higher incomes were somewhat more 
interested in speed. Time-conscious wives 
also placed less stress on being thrifty 
and were less concerned with handling 
household finances effectively. 


FOOD-VALUE FACTOR 


Differences in the food-value factor 
(which included such statements as, “In 
buying foods, I figure the amount of cal- 
ories and nutrients they contain”) ac- 
counted for 8 per cent of the total vari- 
ance. None of the sociological variables 
was related. 

Among the traits, only orderliness was 
related to stress on food value, but the 
differences were highly significant (be- 
yond the .001 level of confidence by t test). 
In describing what they considered im- 
portant in their roles, the more nutrition 
conscious wives stressed bargain hunting, 
planning, intelligence and ingenuity. They 
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were significantly less interested, however, 
in preparing meals or in being a good 
cook. 

The food-quality factor (“When I buy 
food, I buy the very best quality no matter 
what the price”) accounted for 5 per cent 
of the variance in attitudes. The most 
significant and probably the most central 
correlate of this attitude was age: older 
wives placed greater stress on quality. 

Thus, less than one in three of the 
wives under 30 had high scores on the 
quality statements, whereas more than two 
out of three of the wives over 40 had such 
scores. The quality-minded wives tended 
to be less gregarious (as the older wives 
were), and gave greater stress to helping 
their husbands on their jobs (as the 
older wives did). 


MASS-MEDIA FACTOR 


Of the original 37 statements, 3 clus- 
tered into what was labeled as a- mass 
media factor: “I read consumer service 
publications to get ideas on buying foods”; 
“I listen to the information services of- 
fered on the radio or TV”; and “I read 
many magazine articles concerning foods 
and meals.” 

Differences in the response to these 
items accounted for only 4 per cent of 
the total variance found on all items. 
Women scoring high on the factor were 
older and tended also to be more optimis- 
tic and more dominating, and to score 
higher on the warmth scale. In their role 
perceptions, they stressed the importance 
of being well-informed and saw them- 
selves as possessing this important attri- 
bute. The high-scoring wives more often 
reported conflicts over their sexual role: 
more often they stressed the importance 
of the wife’s sex role and less often felt 
that they were fulfilling this function 
adequately. 


SIGNIFICANCE OF RESULTS 


The present results do not reveal the 
relative influence of the various attitudes 
on buying. That is, the fact that the cost- 
of-food factor accounted for 19 per cent 
and the quality factor accounted for only 
5 per cent of the variance does not mean 
that cost was necessarily a more influen- 


tial determiner of food purchases than 
quality. It means only that the women 
differed more in their attitudes toward 
cost than in their attitudes toward quality. 

As in all attitude studies, confidence is 
limited by the uncertain relationship that 
exists between expressed attitudes and 
actual behavior: the woman who says that 
cost is important may not act as if it 
were when she gets into a grocery store. 

Also, because there were 96 variables 
related to each of the buying attitudes, 
chance factors may have produced some 
of the relationships. For example, the 
difference in sex conflicts between the 
wives who did and the wives who did 
not have high scores on the mass media 
were so large that the difference would 
only occur once in a hundred times by 
chance. But this may have been the time. 

None of the food-buying attitudes had 
any significant relationship to family in- 
come. Differences in each of the factors 
were related to differences in family in- 
come. In no case was there any difference 
found that was significant at the 5 per 
cent level. 

Thus, the practice of varying costs, 
quality, and other appeals by income 
groups gains no support from the present 
results. This is not to deny that income 
groups have varying preferences. Higher- 
income wives, for example, had stronger 
preferences for certain foods than lower- 
income wives. But upper-income wives 
seemed to be as cost conscicus in shopping 
for what they liked as lower-income wives 
for what they liked. 

It seems that wives generally view the 
use of prepared foods as not consistent 
with their role. And it is, therefore, the 
“nonconformist” who most readily accepts 
them. The nutritive value of food appears 
to have its greatest appeal to the some- 
what compulsive housewife. And—the 
most surprising finding of the study— it 
was not the ignorant and submissive wives 
who were most open to suggestions about 
food buying from their friends, husbands, 
or mass media, but the well-educated and 
dominating ones. Possibly educated and 
dominating wives are more active in their 
search for food information and more dis- 
criminating and intelligent in their use 
of it. 
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Norris Arthur Brisco 


N ENTHUSIASTIC and forceful pio- 

neer in the field of education for re- 
tailing, Norris A. Brisco made three major 
contributions to the retailing segment of 
marketing. First, he did a superlative job 
in “selling” retailing as a career to many 
college trained people. Second, he devel- 
oped teachers for 
the new and grow- 
ing field of retail 
education by pro- 
viding fellowships 
and instructorships 
to students and 
graduates who 
showed particular 
promise. Third, he 
was instrumental 
in developing an 
entire library of 
college and high 
school texts for the 
new field of educa- 
tion. 

A Canadian from 
Ontario, Brisco 
graduated from 
Queens University 
in 1898 with an 
A.B. and obtained 
his M.A. from the 
same institution in 1900. Columbia 


awarded him the Ph.D. degree in 1907. 


While working for this degree, he tutored 
at City College and became an Instructor 
of Economics there in 1907. The State 
University of Iowa called him as Profes- 
sor of Commerce in 1915, and he became 
the Director of Iowa’s School of Commerce 
in 1917. 

A group of leading New York depart- 
ment store merchants, led by Percy Straus 
of Macy and Samuel Reyburn of Lord and 
Taylor, had in 1919 established at New 
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NORRIS ARTHUR BRISCO 
1875-1944 


By JOHN W. WINGATE 
The City College of New York 


York University a “Training School for 
Teachers of Retail Selling,” and they were 
looking for a permanent head. It became 
quickly apparent that the School’s destiny 
was to train operating and merchandising 
executives for retailing as well as teachers 
for schools and training departments. 
Norris A. Brisco 
was called in 1920 
to become director 
of the new school 
and Professor of 
Merchandis- 
ing; and the name 
of the school was 
changed to the 
School of Retail- 
ing, in order to 
give recognition to 
its broadened pur- 
pose. 

His close contact 
with the New York 
merchants devel- 
oped in Brisco a 
tremendous enthu- 
siasm for retailing 
as a career for col- 
lege trained peo- 
ple. He succeeded 
in firing with his 
enthusiasm those who approached him for 
information about the new career field and 
those who heard him at his numerous 
speaking engagements. He had a retentive 
memory for the name and personal history 
of virtually everyone with whom he con- 
versed and was ever ready with vocational 
guidance, tailor-made to the situation of 
the individual. 

Norris A. Brisco had all the attributes 
of the top-notch salesman: his product 
was retailing—a field of many and varied 
opportunities. At a time when retailing 
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A PIONEER IN MARKETING 


was thought of as unworthy for the edu- 
cated man, Brisco was a potent force in 
turning the tide of public opinion. The 
improved prestige that retailing enjoyed 
in the ’40s may be attributed in part to 
his zeal. And it may be that the more re- 
cent decline in popularity may be attrib- 
uted, in some measure, to a lack among 
present leaders of the enthusiasm Dean 
Brisco always imparted. 

Along with his promotional activities, 
Brisco recognized the need to develop 
qualified teachers of retailing both for his 
own school and for the growing number 
of colleges and high schools that were fast 
introducing a retailing curriculum. He se- 
lected the most likely of his graduates, 
giving them great latitude to develop their 
own courses, their own training materials, 
and their own techniques. He insisted that 
they obtain their doctorates, at a time 
when this degree was not thought essen- 
tial for business teaching, as it generally 
is today. Brisco’s young teachers were 
made to feel that they were important 
pioneers in a great new movement. As a 
result, a large number of today’s success- 
ful teachers of retailing are products of 
the New York University School of Re- 
tailing. 

To many, Dean Brisco’s major contribu- 
tion to retailing was and is the founding 
and development of the Retailing Series, 
a whole library of texts on retail practice, 
published by Prentice-Hall, Inc. In 1920 
there existed only two or three books that 
could be used as texts and they were not 
written for that purpose. In fact, there 
was very little text material in the whole 
field of business. 

As early as 1913, Brisco himself had 
written what may be the first text in the 
field of business—Economics of Business 
—and he was now anxious to provide a 
more specialized literature. He recognized 
that he must develop a literature if re- 
tailing was to be taught and was to 
achieve the standards of a profession. Ac- 
cordingly, he insisted that each member 
of his teaching staff be “productive”; to 
him this meant writing an acceptable text 
for some segment of the field. In many 
instances Brisco assumed the responsibil- 
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ity for organizing and rewriting the ma- 
terial and appeared as joint author with 
the person or persons he was developing. 
Between 1925 and 1942 he appeared as 
joint author of some nine collegiate and 
high school texts and as sole author of two 
others. Earlier in 1920 he had published 
two books of his own on Retail Salesman- 
ship, before the Retailing Series was 
started. Probably his best known work is 
Retailing, published in 1935. 

Brisco was also the driving force that 
led to the writing of some twelve addi- 
tional books where he did not appear as 
joint author. These include John W. Win- 
gate’s Manual of Retail Terms and Retail 
Merchandise Control; John W. Wingate, 
Schaller, and Goldenthal’s Problems in Re- 
tail Merchandising and Workbook for Re- 
tail Buying and Marketing; Robinson’s 
Retail Personnel Relations and Successful 
Retail Salesmanship; Edwards and How- 
ard’s Retail Advertising and Sales Promo- 
tion; Isabel Wingate’s Textile Fabrics; 
Isabel Wingate, Gillespie, and Addison’s 
Know Your Merchandise; Bernice Cham- 
bers’ Color and Design; Burris-Meyer’s 
Color and Design in the Decorative Arts; 
Gladys Miller’s Decoratively Speaking and 
Samuel Reyburn’s Selling Home Furnish- 
ings Successfully. 

Thus, about twenty-five important texts, 
many still appearing in revised editions, 
can be attributed to the prodding drive of 
Norris A. Brisco. 

Probably no other in the whole field of 
retail education did as much to “sell” re- 
tailing as a career, to develop teachers for 
the new field of education, and to provide 
a literature for the field. 


* Regarding A PIONEER IN MARKETING: In order 
to pay tribute to the men who have been leaders in 
the field of marketing, some years ago the American 
Marketing Association established a Committee on 
Biographies to run a series of statements on the 
pioneers in the field. In this series the Association 
honors the distinguished men of the past, and those 
of the present who are approaching retirement, who 
have contributed in an outstanding way to the 
thought and development of marketing. 


Wroe Alderson John E. Jeuck 
Albert W. Frey Fred M. Jones 
E. T. Grether Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 
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By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


Are You Conducting Sales Meetings 
...Or Marketing Meetings? 


ALES MEETINGS—big ones, little 

ones, short ones, long ones, dull ones, 
stimulating ones, regional ones, national 
ones—have been a going thing since 
shortly after Adam, Eve, and the apple got 
together. 

At last count, the number of articles, 
books, and speeches on “How To Conduct 
A Successful Sales Meeting” had gone far 
beyond the 100,000 mark. Yet—and a sad 
commentary it is—many industrial com- 
panies still misuse this marketing tool. 

Indeed, it is a marketing tool—a multi- 
purpose marketing tool whose full poten- 
tial has hardly been used. In today’s 
business world of the total marketing 
concept and the fully customer-oriented 
company, the annual marketing meeting 
(not sales meeting anymore) takes on 
increasing importance. The old time in- 
dustrial sales meeting essentially had as 
its objective the injection of the manage- 
ment needle. It was a time to “pour it 
on” the sales force and to try to stimulate 
and motivate the salesmen to make more 
calls. More often than not a temporary 
upward spurt in the sales curve resulted. 

But (1) as marketing has become the 
most important single ingredient in busi- 
ness today and (2) significant strides are 
made in making it more scientific, the 
concept of the annual sales meeting has 
changed radically. 
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MARKETING MEETING OBJECTIVES 

Properly used, the sales meeting is now 
a marketing tool to which management 
has assigned some increasingly major ob- 
jectives. First, it is no longer used by the 
most progressive firms as a hypodermic 
to short-term sales, but as an integral 
phase of a long-range marketing plan and 
program—with a changing short-term ob- 
jective for each meeting. 

Second, it has become truly a marketing 
meeting in the sense that all marketing 
functions receive prominent attention on 
the meeting agenda. New-product develop- 
ment, warehousing, marketing research, 
sales training, advertising and promotion, 
packaging, pricing, engineering and de- 
signing, as well as selling now play im- 
portant roles on a marketing meeting 
program. 

A third purpose or objective of the 
modern marketing meeting is its use as 
a tool of over-all marketing strategy. 
Meetings can and should often vary by 
content, timing, location, objective, and 
format. As a strategic tool of the total 
marketing plan, the annual marketing 
meeting will be most effective if it is 
geared directly to the current industry 
conditions and sales trends. 

Industrial organizations can place their 
meetings within this framework of stra- 
tegic marketing application whenever con- 
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ditions or factors such as these exist: 

. .. introduction of a major new product 
or product line. 

. . - completion of a new plant, or engi- 
neering and research facilities. 

. . . development of important company 
changes in policies, procedures, manpower, 
organizational structures or mergers. 

» Competitive pressures resulting 
from new products or increased sales ef- 
fort that might dictate a meeting to 
discuss counter-offensive. 

... Significant industry and/or economic 
trends and business climate that require 
remedial marketing action. 

The top industrial sales executive is 
constantly plagued by what to do with his 
sales meetings; how to handle them; how 
to make them interesting; and how to 
keep them productive and useful. What 
has become a boring problem can become 
a stimulating challenge by simply viewing 
the meeting as a broad marketing session 
which (1) is part of the long-range mar- 
keting plan, (2) incorporates all market- 
ing functions in the meeting program, 
and (3) is integrated into the corporation’s 
basic marketing strategy. 

Of course, the underlying goal of any 
marketing meeting is to provide guid- 
ance, education, and training plus the 
psychological motivations of stimulation, 
excitement, and loyalty. But imaginative 
industrial managements are making sure 
that their heavy investments in anuua! 
meetings are paying increased dividends. 


HOW TO BUILD AN EFFECTIVE MARKETING 
MEETING 

The steps are not new. But they are 
so fundamental to successful meetings that 
they bear repeating. 

1. Set specific objectives. Know exactly 
what you want to accomplish, and make 
sure that the audience knows, too. Item: 
Dayton Industrial Products Division of 
the Dayton Rubber Company spells out 
the objectives in writing and then distrib- 
utes to sales force before the meeting. 

2. Develop a meeting theme. Stick to it. 
Relate all parts of the meeting to it. Item: 
“Know Your Customer” or “What’s Our 


Competition” or “How to Find a Better 
Way.” 
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3. Pre-plan. And pre-plan some more. 
Allow plenty of time . . . and then double 
it. Item: A smart company starts planning 
its next annual marketing meeting the day 
after its current meeting. 

4. Include all marketing functions on 
the program. Item: Central Scientific Com- 
pany, Chicago laboratory instruments and 
equipment manufacturer had every major 
department head talk about his activities 
and goals in its recent meeting. 

5. Use a variety of methods and tech- 
niques. The most successful meetings are 
these which constantly capture and hold 
audience attention. This can be done by 
“mixing up” the approach to each individ- 
ual subject session. Item: Try role-playing, 
skits, straight talks with visuals (slides, 
films, chalk talk, flannel board, product 
demonstration, etc.), audience participa- 
tion, panel discussions, outside speakers, 
brainstorming. S & C Electric Company, 
midwest producer of high voltage inter- 
rupting equipment, brainstormed a tough 
competitive sales problem with some dozen 
or more usable solutions resulting. 

6. Insure proper physical arrangements. 
This is basic and fundamental, but too 
often neglected. Item: Century Electric 
Company, St. Louis motor and generator 
manufacturer, held its annual meeting at 
the Pere Marquette State Park. 

7. Summarize and spell it out. Item: At 
management development meetings of the 
Koppers Company, Pittsburgh chemical 
firm, “What’s the Lesson?” or summary 
sessions were held after each discussion 
or talk. Consider the preparation of sum- 
mary or outline notebooks for each man 
in attendance. 

8. Provide lots of change-of-pace. Item: 
Chicago Molded Products Corporation gave 
its marketing group two free afternoons 
out of a week-long meeting for recreation 
and golf. Item: Provide informal mind- 
stretching periods during the meeting so 
that your people can rub ideas together. 
All-Steel Equipment Company, Aurora 
metal furniture maker, did this very suc- 
cessfully recently. Item: Conduct a quiz 
and give prizes. Rockwell Manufacturing 
Company has been doing this for years at 
its annual plant managers meeting. 

9. Use marketing meeting as a fact- 
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gathering opportunity. Item: At the Dole 
Valve Company’s annual marketing meet- 
ing, the advertising agency developed 
enough material from product and re- 
gional sales managers for an entire adver- 
tising campaign. Item: At a recent Clark 
Equipment Company meeting, the mar- 
keting-research department checked out 
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salesmen’s opinions on lift-truck attach- 
ments. 


Don’t put on just another sales meeting. 
Develop a marketing meeting which makes 
both short-range and long-range contribu- 
tions to the sales force and to the company. 


Reprints of every article in this issue are available (as long as the 
supply lasts) at the following prices: 


Single reprint 
Two reprints 


Three reprints 1.80 


Four to 99, each 
First 100 
Additional 100’s, each. . 20.00 


Quantity Discount 
Special prices for large quantities. 


Send your order to: 
AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street, Chicago 3, Illinois 
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MARSHALL C. HOWARD 
University of Massachusetts 


The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case. 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 
I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


KENNETH J. CURRAN, Editor 
Colorado College 


MORRIS J. GOTTLIEB 
Market Facts, Inc., Chicago 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 


Minneapolis & St. Louis Railway Com- 
pany v. United States, et al., 80 S. Ct. 229 
(December, 1959). [K.J.c.] 


The extent to which a regulated industry 
is subject to the antitrust laws is always a 
confusing matter and varies industry to in- 
dustry according to the relevant regulatory 
laws. 

In this suit, which arose from a battle 
among several railroads for control of a short- 
line “bridge carrier,” the Supreme Court has 
ruled explicitly that the acquisition of one 
railroad by another, if found to be in the 
public’s interest by the Interstate Commerce 
Commission, cannot be upset by an appeal to 
the Sherman Act or to Section 7 of the Clayton 
Act. 

The Interstate Commerce Act exempts such 
approved acquisitions from the antitrust laws. 
This exemption, according to the Court, does 
not mean that the Interstate Commerce Com- 
mission can ignore the antitrust laws, but 
merely that the Commission need only weigh 
the competitive effect of a proposed acquisition 
along with other pertinent considerations in 
determining whether the acquisition is in the 
public’s interest. 


B. Collusive Practices 


1. Noerr Motor Freight, Inc., et al. v. 
Eastern Railroad Presidents Conference, et al., 
CCH {69,546 (CA-3, December, 1959). [K.J.c.] 


This treble damage antitrust suit is one 
of the most interesting to come before the 
courts in recent years because it concerns 
alleged efforts to restrain and monopolize trade 
in a way unusual in an antitrust suit—by in- 
fluencing state legislative processes. 
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A United States district court had found 
24 eastern railroads and the Eastern Railroad 
Presidents Association guilty of conspiring to 
injure the business of the motor trucking lines 
operating in the northeast, The Court of Ap- 
peals now upholds that finding. 

The railroads had set about to create public 
dissatisfaction with the trucking lines, to 
block the passage of legislation favorable to 
the truckers and to secure the enactment of 
crippling regulatory laws. As a. part of the 
plot, they had hired a public relations firm, 
Carl Byoir Associates, to whip up anti-trucker 
sentiment and they had lobbied through citizen 
front groups that hid the role that the rail- 
roads were playing. 

Apparently the efforts of the railroads and 
Carl Byoir Associates bore fruit, and these ef- 
forts were condemned by the district and 
appeals courts because they went far beyond 
a legitimate public relations campaign for 
legislation. The railroads’ campaign, accord- 
ing to the district court, “was one of vilifica- 
tion designed to destroy the good will of the 
long-haul trucking industry.” 

This suit, which the railroads are attempt- 
ing to take to the Supreme Court, raises some 
delicate matters, because the right to petition 
our legislatures and to lobby for the legisla- 
tion we want is one of the sacred rights of 
citizens. Moreover, it is not assumed that this 
right will always de used in a disinterested 
spirit. Rather, we rely on the opposing tugs 
of different interests to protect the public. 

Chief Judge Biggs, who dissented from the 
Court of Appeals’ decision, well expressed this 
view when he said: “To say that an individual 
legislator may be over-persuaded or wrongly 
convinced as to how he should vote is to state 
a commonplace but to deprive an individual 
of the right to petition under the guise of 
protecting private companies from restraint 
of trade or monopolistic practices is to say 
far too much and to say it badly. To whom 
may a person go to attempt to create or change 
the laws under which he lives if not to his 
Senators or Representatives, State or Na- 
tional? True, ills”“may inhere in this demo- 
cratic process. The legislature may be propa- 
gandized by material from a tainted source 
. .. If persons are to be deprived of the right 
to petition because that right has been subject 
to abuse, liberty visibly will take flight.” 


2. Jewel Tea Company, Inc. v. Local Union 
No. 189, Amalgamated Meat Cutters and 
Butcher Workmen of North America, et al., 
CCH 969,597 (CA-7, January, 1960). [K.J.c.] 


Coming to the defense of management, the 
Court of Appeals has ruled that there are 
certain proprietary functions that manage- 
ment may discharge free of interference from 
unions. Among these functions is that of de- 
termining the hours during which a store will 
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be open for business. According to the Court: 
“Setting marketing hours is one such propri- 
etary function which an employer has the 
exclusive right to determine as dictated by 
economic factors present within his trading 
area.” 

This suit concerned an agreement between 
the Meat Cutters Union and an association of 
independent grocers of the Chicago area to 
force all groceries to close from 6 P.M. to 
9 A.M. The arrangement was implemented in 
the labor contracts of the Union, and the case 
got into the courts when the Jewel Tea Com- 
pany, which had reluctantly conformed to the 
prescribed hours, sued for damages, 

It should be pointed out that because Jewel 
Tea sold prepackaged meats, there was no 
necessary connection between the hours their 
stores were open and the hours the butchers 
worked. Were it not for this fact and the 
co-operation between the Union and the asso- 
ciation of independent grocers, which de- 
stroyed the Union’s antitrust immunity, the 
Court’s decision might well have been different. 


3. United States v. Arkansas Fuel Oil 
Corp., et al., CCH 969,619 (D.C. N. Oklahoma, 
February, 1960). [K.J.c.] 


Some months after the closing of the Suez 
Canal in 1956, Humble Oil & Refining Co. 
raised its price for crude oil. The price in- 
crease was followed on the same day by the 
Continental Oil Co, and then in short order 
by a number of competing producers. Although 
there was no evidence of explicit agreement 
among the companies, or even of discussion 
of the price move, the Government brought a 
Sherman Act prosecution against them basing 
its charge of conspiracy on their parallel 
actions with respect to prices. 

Judge Savage has now acquitted the com- 
panies of the charge of wrong-doing. The 
Government’s evidence, according to him, did 
not “rise above the level of suspicion.” The 
price increase was justified by the economic 
circumstances, for the closing of Suez had 
led to declining stocks of crude oil. Moreover, 
exploration and production costs had risen, 
and there was evidence that some of the 
“followers” in this case had, at an earlier 
date, considered independently the advisability 
of price increases. 

This decision is important because it adds 
to the mounting evidence of the inability of 
the Department of Justice to root the doctrine 
of consciously parallel action firmly in the 
antitrust laws. (This doctrine was discussed 
in connection with Pittsburgh Plate Glass Co. 
v. U.S. in this section, April, 1959.) This 
doctrine concerns the concerted action that, 
according to economists, may arise in indus- 
tries made up of a small number of large 
firms (so-called oligopolistic industries). In 
such industries the wisdom of following the 
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moves of a leader may be so obvious that no 
agreement to do so may be necessary, or if 
there is such an agreement, circumstances may 
be such that it need leave no trail. 

The courts are showing a tendency to accept 
such concerted price moves as innocent when 
they seem to be justified by the economic facts. 
It is here that the Department of Justice’s 
trouble begins, In the first place, judges are 
not chosen for their economic knowledge, and 
the economic situation is usually sufficiently 
complex that some seeming vindication for a 
price increase can be found. For example, in- 
creasing exploration costs which Judge Savage 
cited among the justifications, are at best an 
economically dubious explanation for a price 
increase in a competitive situation, because 
they are hardly a part of the variable costs 
of current production. In the second place, 
in making its price move the price leader, 
according to economic theory, may very well 
be interpreting the economic facts of life. The 
difference between the oligopolistic industry 
and the more competitive industry may not 
reside so much in the final result as in the 
manner that the result is attained. In the 
oligopolistic industry, a price increase may 
spread quickly and completely, whereas in 
the more competitive industry it may spread 
more slowly because it will usually be to the 
interests of some firms to hold back on the 
increase and fill up their order books. 

The truth of the matter is that in the prin- 
ciple of consciously parallel action economists 
have found a rule of behavior that can be of 
very limited help in antitrust suits, for to say 
that it is illegal without agreement to follow 
the moves of a leader is to say that it is 
illegal for a firm to act in accord with its own 
interests. If a firm cannot base its policies 
on its business interests, on what is it to base 
them? What is wrong with such oligopolistic 
situations, insofar as they are wrong, is not 
the consciously parallel action but the situation 
itself which deprives the firms in the industry 
of incentives to follow independent price 
policies. 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 


The Fair v. Federal Trade Commission, 
CCH {69,548 (CA-7, December, 1959). [K.J.c.] 


The Fur Products Labeling Act requires 
that fur products be properly labeled to show 
such things as the nature and quality of the 
fur, presence of artificial coloring, the country 
of origin and so on. To prevent the law from 
being unduly burdensome, the Act exempts 
distributors from responsibility for furs mis- 
labeled by their suppliers where the distrib- 
utor accepted in good faith a guarantee by 
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the supplier of the accuracy of the statements 
made. However, a rule of the Federal Trade 
Commission requires a distributor to correct 
a supplier’s label if the distributor has cause 
to believe it to be misleading. 

In the case here reported, The Fair, a re- 
tailer, was attacked by the Commission be- 
cause it sold furs that had been improperly 
labeled by the suppliers. The Commission re- 
jected the Fair’s contention that it had relied 
“in good faith” on the suppliers’ guarantees, 
holding that there was a legal obligation on 
The Fair to examine the labels for inaccura- 
cies and to correct them. 

The Court of Appeals has overruled the 
Commission, holding that there is no obliga- 
tion on the distributor to examine the labels 
attached to furs by suppliers in an effort tc 
catch inaccuracies. The purpose of the Fur 
Act is to stop mislabeling at its source, for 
after all the manufacturer or supplier is in 
the best position to know the nature of the 
furs used. 


III. REGULATION OF PRICE 
COMPETITION 
A. Price Discrimination 
H. J. Heinz Company v. Beech-Nut Life 


Savers, Inc., CCH 969,609 (D.C. S. N.Y., Feb- 
ruary, 1960). [K.J.c.] 


To check a deterioration in its share of 
the California baby foods market, Beech-Nut 
Life Savers, Inc. cut its prices regionally in 
1957, a move which set off a price war with 
its major competitors, Gerber Products Com- 
pany and the Heinz Company. Charging a 
violation of the Robinson-Patman Act, Gerber 
brought a treble damage suit against Beech- 
Nut which was ultimately settled by consent. 
The case reported here concerns a similar 
damage suit by Heinz and a plea by Beech-Nut 
for its summary dismissal. 

The Robinson-Patman Act makes price dis- 
crimination illegal where the effect may be 
substantially to lessen competition, and Beech- 
Nut based its plea for dismissal on the ground 
that a geographical price cut can threaten 
competition only when used aggressively 
against a weaker competitor. In this case, 
Beech-Nut maintained, the price cut was de- 
fensive to stem off a loss in its market posi- 
tion and was used against large national 
competitors. 

Agreeing with Beech-Nut’s contention that 
the proscribed effects on competition are apt 
to arise only when geographical price cutting 
is employed aggressively by a stronger firm 
in competing with a weaker one, the Court 
nevertheless rejected the plea for summary 
dismissal. The national market of Heinz does 
not prove that the firm is not a weaker com- 
petitor, nor has the defensive nature of Beech- 
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Nut’s price cuts been established beyond doubt. 
These are facts that must be settled by trial. 

This case well illustrates the common charge 
against the Robinson-Patman Act—namely, 
that the effect of the Act is to protect com- 
petitors from the rigors of competition. The 
firms involved in the struggle are sufficiently 
large to take care of themselves and no un- 
deserved favors to financially powerful buyers 
are charged. Moreover, the regional price cut 
arose from the kind of circumstances that are 
supposed to induce price cuts in a competitive 
situation. Yet the law has provided a con- 
venient device to harass the price cutter and 
the case lingers on in the courts. 


B. Resale Price Maintenance 


1, Allied Properties v. Department of Al- 
coholic Beverage Control of the State of Cali- 
fornia, CCH {69,564 (Cal. Supreme Ct., No- 
vember, 1959). [M.C.H.] 


The Supreme Court of the State of Califor- 
nia has agreed with the decision of a Court 
of Appeals of that State, upholding the con- 
stitutionality of the California Alcoholic Bev- 
erage Fair Trade Act (See Allied Properties 
v. Board of Equalization of the State of 
California reported in this section January, 
1960). The argument here is the same—that 
mandatory fixing of the retail price by the 
distiller and wholesaler will avoid retail price- 
cutting and promote orderly marketing condi- 
tions and thus temperance. And the thinking 
is that the producer and wholesaler have not 
taken over a legislative function, for they do 
not have discretion as to whether to fair 
trade their products. The Court recognizes 
that the promotion of temperance is indirect, 
but sees it unlikely that the producers and 
wholesalers, seeking their own self-interest, 
would set fair trade prices so low as to en- 
courage large consumption of such beverages. 

This was a 4-3 decision. A prime reason 
for dissent was that there was no reasonable 
relationship between mandatory fair trade and 
temperance where there was no control over 
the prices themselves. The distiller might 
under tae Act set any price he desires, high 
or low, and price wars between competing 
brands with an unfavorable effect on temper- 
ance are not out of the question. 


2. United States v. Parke, Davis & Co., 
80 S. Ct. 503 (February, 1960). [M.c.H.] 


Now that some six states are without fair 
trade laws and some sixteen others have 
fair trade laws without non-signer provisions, 
manufacturers, if they wish to maintain resale 
prices, often must find other means to accom- 
plish this end. Thus, Parke, Davis & Co. at- 
tempted to maintain adherence to minimum 
retail prices in Virginia and the District of 
Columbia during 1956 by refusing to sell to 
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those who would not co-operate in this ob- 
jective. (Virginia passed a new Fair Trade 
Act in 1958.) The Department of Justice 
took the Company to court charging a com- 
bination in restraint of trade in violation 
of the Sherman Act. The District Court dis- 
missed the complaint, its interpretation being 
that the actions of Parke, Davis were properly 
unilateral, in that they simply involved a 
refusal to sell to those who would not adhere 
to the suggested retail prices (reported in 
this section, January, 1959). 

The U.S. Supreme Court has viewed the 
facts differently, however. “Thus, whether an 
unlawful combination or conspiracy is proved 
is to be judged by what the parties actually 
did rather than by the words they used.” 
Parke, Davis had used the refusal to deal 
with wholesalers in order to get them to deny 
Parke, Davis products to retailers who would 
not price according to the suggested mini- 
mums. In this process it supplied the names 
of the price-cutting retailers to the whole- 
salers who then cut them off. It also had dis- 
cussed the matter of prices with competing 
retailers, and obtained compliance fro... some 
only after assuring them that another would 
comply. Action to assure adherence, according 
to the Supreme Court, had thus been affirma- 
tive in nature, Such a policy of refusal to 
deal was looked upon as something more than 
strictly unilateral; Parke, Davis had created 
a combination. 

Since this case sharply limits what a manu- 
facturer can do towards influencing its dis- 
tributors with respect to price, it would seem 
that free trade has been provided with an 
important support. In 1956 Parke, Davis had 
ceased its efforts to maintain resale prices. 
This the District Court and three dissenters 
of the Supreme Court attributed to the efficacy 
of competition. But the majority of the Su- 
preme Court thought that the record showed 
that the real reason for it was the investiga- 
tion which the Department of Justice had 
begun. 


3. Sinclair Refining Company v. Russell 
Gentzsch, CCH {69,572 (Pa. Ct. of Common 
Pleas, Philadelphia Co., December, 1959). 


Sinclair Refining Company v. Pasquale 
Fiumara, CCH {69,573 (Pa. Ct. of Common 
Pleas, Philadelphia Co., December, 1959). 


Sinclair Refining Company v. Philip 
Schwartz, CCH {69,586 (Pa. Supreme Ct., De- 
cember, 1959). [M.C.H.] 


Recent attempts to enforce the Pennsyl- 
vania Fair Trade Act illustrate the fact that 
the outcome of a case can depend entirely 
on the interpretation or application of a 
word. The Act refers to products which are 
“in fair and open competition with commodi- 
ties of the same general class produced by 


= 
\ 
4 
dug 
be 
: 


]- 


LEGAL DEVELOPMENTS IN MARKETING 


others.” But exactly what is this “competi- 
tion?” Economists, lawyers, and businessmen 
have had many a wrangle over the various 
meanings of the word. 

These three cases are concerned with at- 
tempts to prevent price-cutting by non-signer 
dealers of Sinclair Refining Co.’s branded 
gasolines in the Philadelphia market. (The 
Pennsylvania Fair Trade Act has a non- 
signer clause.) In the Gentzsch case the dealer 
attempted to defend his price cutting below 
the fair trade price by arguing that the uni- 
form prices among the gasoline producers were 
the result of a price-fixing conspiracy. That 
most of the producers had utilized fair trade 
and that there was parallel pricing were estab- 
lished facts, However, the judge said that 
parallel pricing in itself did not establish a 
conspiracy and that to him the sales of gaso- 
line appeared to be “truly competitive.” “No 
one of them wants to be priced out of the 
market.” The dealer, therefore, was enjoined 
from cutting price. 

In the Fiumara case the dealer attempted 
to justify his price-cutting by denying that 
Sinclair’s gasolines were in fair and open 
competition with other gasolines within the 
Commonwealth and by contending that there 
was no other competitive dealer in the imme- 
diate vicinity of his own station who would 
be destroyed by the price-cutting. The judge 
simply stated that the gasoline was a com- 
modity covered by the Act and ordered a 
cessation of the price-cutting. 

But the Schwartz case, argued in the higher 
court, would seem to indicate that a fuller 
spelling-out of this thing known as “com- 
petition” is necessary. Here, the granting of 
a preliminary injunction by a Court of Com- 
mon Pleas against the price-cutting of a 
dealer is reversed. The judge of the Pennsyl- 
vania Supreme Court said that a showing of 
existence of “competition” was vital to the 
case and that it was up to the refiner who 
was fair trading his products to prove it. 
Sinclair had suggested that competition could 
be determined from observation. The judge 
said, however, that “observation might reveal 
only that one man keeps his station neater 
than the next.” The exact nature of this 
“competition” appears still to be in doubt, 
and, according to the judge, full hearings 
would be necessary to resolve the issue. 


4. Puritron Corporation of New Haven v. 
a Inc., CCH 969,628 (D.C.E. Pa., December, 
1959). 


Librandi v. Berner’s Pharmacy Corp., 
CCH 69,633 (N.Y. Supreme Ct., February, 
1960). [M.c.H.] 


Non-signer provisions of state Fair Trade 
Acts depend for their validity upon the exist- 
ence of a contract between at least one re- 
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seller and the manufacturer. But suppose that 
the retailer with whom there is a contract 
does not make any actual sales of the product 
in question? This is the question raised in the 
Puritron case under the Pennsylvania Fair 
Trade Act, The Court decided that the price- 
cutting of a non-signer retailer could not be 
prevented, since it had not been shown that 
any sales of the product had been made by 
the retailer who was cited by the manufac- 
turer as having entered the fair trade con- 
tract. In addition, a copy of the contract 
presented as evidence was incomplete, since it 
did not show the date on which it was to go 
into effect. In any case, this decision would 
seem to bar the possible use of “dummy” 
contracts for purposes of securing fair trade 
adherence. 

Nor can a pamphlet issued periodically by 
an association purporting to show all products 
of an industry concerning which manufac- 
turers have made fair trade contracts be used 
as the basis of a fair trade enforcement 
action. The existence of a contract cannot be 
substantiated on this basis according to the 
N. Y. Supreme Court in the Librandi decision. 


5. Carter Products, Inc. v. Riteprice Mer- 
chandise, Inc., CCH {69,632 (N.Y. Supreme 
Court, February, 1960). [M.c.H.] 


Concerning the Federal Trade Commission’s 
work with respect to false advertising, it is 
worth noting that a manufacturer is not 
deemed to have “unclean hands,” and thus to 
lose its right to enforce its fair trade prices, 
because its product’s title has been found to 
constitute illegal advertising. The word “liver” 
was ordered removed from Carter’s Little Liver 
Pills by the F.T.C. However, this gave the 
retailer no grounds for price-cutting accord- 
ing to the N. Y. Supreme Court. The con- 
suming public, net the retailer, was being 
deceived or harmed. In fact, the retailer was 
said to be participating in the deception. 


6. Weco Products Co. v. G.E.M. of St. 
Louis, Inc., CCH {69,639 (Minnesota District 
Court, 4th.D., March, 1960). [M.c.H.] 


Eli Lilly and Company, an Indiana Corpora- 
tion, recently ran into technical difficulties 
which prevented its enforcement of resale 
prices in New Jersey (Eli Lilly and Company 
v. Sav-on Drugs, Inc., reported in this section 
April, 1960). As a foreign corporation, it 
had not obtained a certificate authorizing it 
to transact business in New Jersey, It claimed 
that it was not doing business in that state, 
and therefore did not have to obtain such a 
certificate. But this argument was not ac- 
cepted by the Court, for the Company did 
have an office and 18 “detailmen” in New 
Jersey. 
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The State of Minnesota also denies the 
use of the state courts to foreign corporations 
that are “doing business” in that state without 
first qualifying to do so. However, in the 
Weco Products case, the foreign corporation 
was permitted td enforce resale prices in 
Minnesota because it was not considered as 
transacting business within the state. It main- 
tained no office and employed but one resident 
to do promotional work. Moreover, entering 
into fair trade contracts dces not constitute 
“doing business” in that state. According to 
the Court, the fair trader’s operations in 
Minnesota were but “an integral part of its 
policy to maintain uniform prices on its 
products throughout the nation.” 


C. Price Control (Minimum and Maximum) 


Schwegmann Bros. Giant Super Markets ' 


v. McCrory, Commissioner of Agriculture and 
Immigration of Louisiana, 80 S. Ct. 207 (No- 
vember, 1959). {M.C.H.] 


The appeal from the decision of the Louisi- 
ana Supreme Court sustaining the consti- 
tutionality of the Louisiana Orderly Milk 
Marketing Act (reported in this section April, 
1960) has been dismissed by the United States 
Supreme Court for want of a_ substantial 
federal question. 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


A. Operating Features of Marketing 
Institutions 


Barney Motor Sales v. Cal Sales, Inc., 
CCH {69,581 (D.C.S. Cal., November, 1959). 
[M.C.H.] 


In view of the continuing stream of imports 
of foreign cars into this country, it is interest- 
ing to note that a District Court has declared 
that a distributor of such cars in the United 
States has the same liability under the Auto- 
mobile Dealer Franchise Act as does a manu- 
facturer in its relations with its dealers, This 
Act, commonly known as the Automobile 
Dealer’s Day in Court Act of 1956, was de- 
signed to balance the bargaining power be- 
tween manufacturer and dealer by enabling 
the latter to bring suits to recover damages 
when the manufacturer does not act in good 
faith in complying’ with the terms of fran- 
chises or in terminating or not renewing 
franchises. 

In this case a dealer’s franchise agreement 
was not renewed, and the dealer charged bad 
faith. The distributor claimed exemption from 
the Act because the English manufacturer (of 
Standard-Triumph motor cars) had no owner- 
ship interest whatever in the distributing com- 
pany, a California corporation. But the Act 
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includes “any person, partnership, or corpora- 
tion which acts for and is under the control 
of such manufacturer .. . in connection with 
the distribution of said automotive vehicles.” 
And the court states its belief that the dis- 
tributor is an intermediary by which the 
manufacturer can relay exploitation on to the 
dealer. The purpose of the Act “. . . was to 
provide that this chain of domination, whether 
forged of one link or of many, was to be 
broken.” The Court observes that to exclude 
the distributor would be to provide the manu- 
facturer with a simple device to perpetuate 
its bargaining domination. 


Vv. REGULATION OF UNFAIR 
COMPETITION 
A. Advertising 


Anna Bedno, et al. d/b/a King Optical Co. 
v. Dan B. Fast, CCH §69,302 (Wis. Sup. Ct., 
March, 1959). [M.J.G.] 


An interesting twist to the consideration of 
false advertising under the Federal Trade 
Commission Act was provided recently by the 
Wisconsin Supreme Court. It has ruled that 
Section 12 of the FTC Act concerns false 
advertising only and, therefore, does not de- 
prive the State of Wisconsin from prohibiting 
the truthful advertising of prescription eye- 
glasses or optometric services. 

Wisconsin has a law which provides as 
follows: “It shall be unlawful for any person 
to advertise, either directly or indirectly, by 
any means whatsoever, any definite or in- 
definite price or credit terms on lenses, frames, 
complete glasses, or any optometric services; 
to advertise in any manner that will tend to 
mislead or deceive the public; to solicit op- 
tometric patronage by advertising that he or 
some other person or group of persons possess 
superior qualifications or are best trained to 
perform the service; or to render any op- 
tometric service pursuant to such advertising.” 

On opening its branch in Milwaukee in 
September 16, 1957, the King Company placed 
advertisements in the local newspapers which 
contained such statements as: “All single- 
vision glasses at one low price, including 
frames and lenses. Bifocals, if desired, at 
small additional charge.” The Company chal- 
lenged the validity of the above law and the 
case landed in the courts. Misleading adver- 
tising is not an issue, for there has been no 
allegation by the State that any of the adver- 
tising was false or deceiving. 

The Court has now ruled in favor of Wis- 
consin, The prohibition of truthful advertising 
is a proper exercise of the state’s police power 
and there is nothing in the regulatory statute 
which is incompatible with the federal act 
concerning false advertising. 
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VI. PROCEDURAL AND MISCELLA- 
NEOUS DEVELOPMENTS 


1, U.S. v. Irving Bitz, et al., CCH 969,549 
(D.C. S. N.Y., November, 1959). [K.J.c.] 


The Sherman Act was passed by Congress 
in 1890 to preserve competition in the belief 
that competition was in the country’s interest. 
Thus its purpose was to protect public rather 
than private interests, and one of the require- 
ments of an antitrust suit has been a showing 
that the public has been injured. This require- 
ment was, however, altered by the Supreme 
Court in April, 1959 when it ryled that no 
showing of public injury was necessary when 
the alleged practice was one that was illegal 
per se—that is, illegal by its very nature with- 
out regard to its origins or consequences. In 
the case of such a practice, public injury 
could be assumed. (Klor’s, Inc. v. Broadway- 
Hale Stores, Inc., 79 S. Ct. 705, reported in 
JOURNAL OF MARKETING, October, 1959.) 

In the case with which we are here con- 
cerned, Judge Dimock dismissed a restraint- 
of-trade charge because public injury had not 
been shown and because the practices were 
not among those previously held illegal per se, 
which he identified as price fixing, division 
of markets, group boycotts and tying arrange- 
ments. However, he would not dismiss a sec- 
ond charge of monopolization, although no pub- 
lic injury had been shown in its connection 
either. For, according to the Judge, “there is 
high authority for the proposition that mo- 
nopoly ... is per se unlawful.” Thus he has 
extended the Klor ruling to Section 2 of the 
Sherman Act. 


2. Hanover Shoe, Inc. v. United Shoe Ma- 
chinery Corporation, CCH {69,614 (D.C. M. 
Pa., February, 1960). [K.J.c.] 


One of the reasons that treble damage suits 
are hard to win is because the plaintiff must 
prove an economic injury directly traceable to 
an antitrust violation. For example, an anti- 
trust violation may have led to higher prices 
for the violator’s product, but if the buyer is 
a business firm has it been injured if it passes 
along to its customers the higher price that 
it pays? This matter becomes even more com- 
plex when one realizes the difficulty in a world 
of change of determining whether a particular 
cost increase has been passed on. 

In Wolfe v. National Lead Co. reported in 
this section in January, 1956, the Court of 
Appeals implied that if a business firm passes 
on to its customers such an increase in its 
costs, it has not been injured by the antitrust 
violator and has no claim for damages. The 
District Court in the suit now reported takes 
exception to that dictum and holds that “where 
the plaintiff is a (business) consumer of the 
product, rather than a middleman who resells 
it, he may recover the excess paid whether 
or not he has ultimately passed the excess 
along to his customers.” The injury occurred 
the moment the plaintiff was charged too 
much, and had it not been overcharged it 
would have more money to pay in dividends, 
wages, or to do with as it would. 

Presumably the principle embodied in this 
decision would not apply if the allegedly in- 
jured party resold the product in question 
rather than “consumed” it in its productive 
processes. There is little logic and no economic 
merit in such a distinction, for as far as the 
financial results go it makes no difference 
whether a cost increase occurs in purchasing 
a product to be resold or in buying a material 
to be “consumed” in production. Economically, 
both products are “consumed” by the business 
buyer. 
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. Forecasting 

. Foreign Marketing 

. Governmental Relationships to Marketing 
. History and Trends 


. Industrial Marketing 


. Marketing Management 
. Marketing Education 


. Merchandising 


17. Pricing and Price Policies 
18. Research and Research Techniques 
19. Retailing 

. Sales Management and Selling 

. Storage and Transportation 

. Theories in Marketing 

. Wholesaling 


ADVERTISING AND 
SALES PROMOTION 


Research Marketing Alone Can’t Make Good 
Advertising: Freshness, Originality Come 
First. William Bernbach, Advertising Age, 
February 1, 1960, pp. 77-80, [J.E.M.] 


Bern ach develops the thesis that the agency 
services of research and marketing cannot be 
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used to do that which is the essence of adver- 
tising—to persuade and move people. He be- 
lieves “. . . that every other activity in our 
business is a prelude, however important, but 
just a prelude to the final performance which 
is the ad; that the measure of that perform- 
ance is its persuasion; and that persuasion is 
not a science easily learned like an equation 
but an art that can reach inspired heights only 
by a deeply personal intuition.” The comments 
are worthy of thoughtful consideration by 
marketing managers. 


Accuracy of Material in Ad Columns Should 
Be as High as in News Columns. C. H. 
Kellstadt, Advertising Age, February 22, 
1960, pp. 65, 66, [J.E.M.] 


The president of one of the nation’s larg- 
est retail organizations suggests that news- 
papers should accept the responsibility of 
making sure that the content of advertising 
columns is as accurate and trustworthy as the 
content of editorial columns. Kellstadt states 
that “newspapers can be asked to accept this 
responsibility because: (1) they have their 
own integrity to protect; (2) they have the 
enforcing power of penalty because they con- 
trol an important avenue to the market for 
the advertiser; (3) the nature of the medium 
—its permanent form and intimate relation- 
ship with each community—builds an image 
that is valuable to both the newspaper and 
the advertiser, and (4) newspaper people 
possess the skills to do an effective job.” 


Recognition of Basic Rights by Clients and 
Agency Can Mean Better Relations, Better 
Advertising. Don C. Miller, Advertising 
Age, January 25, 1960, pp. 87-90. [J.E.M.] 


In a majority of cases advertising agencies 
could create better, more effective advertising 
for clients. This lack of top performance is 
largely due to imperfect relations between 
the advertiser and the agency. There are two 
basic steps a client should take to improve 
the situation: (1) make clear to the agency 
“that their responsibility is the advertising 
and everything else is secondary,” (2) set up 
a list of advertising objectives against which 
the performance of the agency’s work can be 
judged. In addition, “a client has a right to 
expect: (1) competent key men on his account 
. » « (2) clear, unequivocal recommendations 
and reasons for them ... (3) professional 
conduct, especially in handling confidential in- 
formation ... (4) a well-managed profitable 
business . . . (5) finally, good advertising.” 
On the other hand, the agency has a right 
to expect: “(1) all necessary information 
about the business . .. (2) direct access to 
whoever makes the decisions . . , (3) pro- 
fessionally-competent advertising management 


... (4) a fair chance to make a profit.” If 
these basic rights are recognized, the most 
important requirement of ideal agency-client 
relations emerges—“the creation of an atmos- 
phere of confidence, respect and encouragement 
around your entire agency operation.” 


How to Sell Your Ad Budget to the Board of 
Directors. Lawrence M. Hughes, Sales 
Management, February 5, 1960, pp. 33-37, 
104-112. [W.J.R.] 


Preparing, presenting, re-preparing and re- 
presenting next year’s advertising budget: to 
a management screening committee is an im- 
portant and time-consuming task. 

In this company survey of what it takes 
to sell top management, pertinent experiences 
at Cyanamid, Goldman Sachs, American Oil, 
Crucible Steel, Johns-Manville, Unilever, and 
Borden are reported. General conclusions: 
“educate” the prospect with consistent and 
constructive conditioning to advertising, pre- 
sent the advertising budget and plans on a 
“. . . business basis—in which all factors are 
weighed in terms of corporate profit and 
growth,” don’t plead too eloquently; don’t 
oversell. 


The Farmer Picks a Promotion. Martin J. 
Framberger,. Food Business, February, 
1960, pp. 32-34. [J.s.w.] 


An intriguing facet of advertising comprises 
those campaigns which are sponsored by trade 
association groups for the purpose of stimu- 
lating primary demand for certain goods. One 
of the bigger programs of this type currently 
being pushed is the one sponsored by the 
American Dairy Association. This article gives 
some of the history of the campaign and some 
insight into the campaign strategy. 


Fifteenth Portfolio of Western Advertising 
Art. Western Advertising, February, 1960, 
pp. 37-152, [J.s.w.] 


Each year for the past fifteen years, West- 
ern Advertising has published reproductions 
of the prize-winning displays at the Annual 
Western Exhibition of Advertising and Edi- 
torial Art. The reader will recognize many 
of the exhibits as old friends, for they have 
appeared in national media. Others will be 
new to most readers. Many of these pieces 
of advertising art are different; some are 
distinctive. If the reader believes that the 
illustration is importart to the success of an 
advertisement, he will enjoy perusing the 
hundreds of exhibits which have been repro- 
duced in a quality fashion in this publication. 
The advertisements in the rest of the book 
are interesting, too. 
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Developing a Successful Advertising Program 
for Your Business. John S. Wright, Mon- 
tana Business Review, January, 1960, pp. 
8-10. [F.A.B.] 


The paper presents an outline of necessary 
steps in formulation and execution of a well- 
planned advertising program. Considerable de- 
tail is furnished so that the paper could be 
used either as a review checklist to apply to 
an existing program, or for the initial design 
of a new one. The need for co-ordinating the 
advertising effort with the other selling efforts 
and the value of analyzing effectiveness is 
stressed. 


Television and the Public Interest. Research 
Center Report, Carrol Business Bulletin, 
January, 1960, pp. 24, 26. [B.c.] 


Results of a pilot study of television adver- 
tising practices on three Cleveland channels 
showed 88 per cent without objectionable 
traits, the balance having only minor faults. 
In the matter of unsupported proofs or de- 
ceptive ones, only 39 per cent were found to 
be challengeable by the observers, using as 
their guides the standards of the Federal 
Trade Commission. During the prime hours 
in the evening between 8 and 11, the time 
ratio of commercials to programs was found 
to be 1:6.5. Between 11 p.m. and 1 a.m. the 
ratio shifted to 1:3. This pilot study was 
aimed at the development of reliable tech- 
niques for use in more extensive studies of 
this type. 


Ad Page Exposure in Four Magazines. Alfred 
Politz, Alfred Politz Media Studies, Feb- 
ruary, 1960, 132 pp. [W.s.P.] 


This study, sponsored by The Saturday 
Evening Post and the Reader’s Digest, counts 
the actual exposures of an advertiser’s mes- 
sage to individual consumers in four maga- 
zines, Life and Look being the other two in 
addition to the sponsors. The findings are 
presented cross-tabulated by all of the major 
determinants of interest to the advertising 
trade. Copies presumably will be made avail- 
able to qualified people upon request to either 
sponsor. 


Ad Budget Analysis—1960. H, Jay Bullen, In- 
dustrial Marketing, January, 1960, pp. 49- 
56. [J.E.M.] 


Industrial Marketing’s second annual survey 
of advertising budgets is compiled from 307 
usable replies sent in by advertising managers 
from 30 different industry groups. The data 
are presented in tabular form by volume 
groups and specific industries. In 1960 adver- 
tising budgets were increased by 73.5 per cent 
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of the industrial goods manufacturers. No 
change was reported by 21.6 per cent, and 
decreases were reported by 4.9 per cent of 
the 305 answering companies, The data are 
designed for comparative analysis and should 
facilitate management in comparing their com- 
pany figures to those of other companies. 


Consumer Magazines Claim Top Half of United 
States Market. Media/Scope, December, 
1959, pp. 74-78. [J.E.M.] 


This basic discussion assumes the form of a 
refresher course in magazine advertising. In- 
cluded are the advantages of magazine adver- 
tising and a chart showing its growth since 
1915. 


Percentage of Sales Invested in Advertising in 
1957-58 for 282 Separate Product Classifi- 
cations. Advertising Age, February 15, 
1960, pp. 110, 111. [J.E.M.] 


Throughout the four-year period that Ad- 
vertising Age has analyzed Internal Revenue 
Service statistics, the percentage of sales in- 
vested in advertising for all industrial groups 
has shown great stability: 1954, 1.09 per cent; 
1955, 1.07 per cent; 1956, 1.09 per cent; and 
1957-58, 1.09 per cent. The tabulated data, 
representing information from 900,000 cor- 
porations, include 282 product classifications. 


CIBA: A Package Design Staff Organizes to 
Get What It Wants From Free Lancers, 
and From Itself. Ann Ferebee, Industrial 
Design, January, 1960, pp. 41-51. [J.E.M.] 


This article reports on the package design 
function as handled by a large international 
chemical combine. One design group handles 
the corporate image program for the parent 
corporation and its satellite companies. A 
separate design group within the marketing 
department of an affiliate, CIBA Pharma- 
ceutical Products, is responsible for packaging 
and promotional material. A description of the 
activities of the company and illustrations of 
the packages developed for the company are 
presented. 


Design for Corporate Communication. Hap 
Smith, Advertising Requirements, March, 
1960, pp. 39-45. [J.E.M.] 


A series of charts is used to describe the 
company as a communication process and to 
illustrate a commercial communication theory. 
From this background, Smith discusses in 
detail the criteria for an effective company 
identification system—expressiveness, distinc- 
tiveness, adequacy and consistency—and ex- 
plains how such a system can be developed. 
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In summary, he states, “Business today is 
becoming more and more dependent upon mass 
communication. An effective identification sys- 
tem dynamically used provides the ‘picture 
worth a thousand words’ about the company, 
imputes context-value to its messages, and 
sets up future receptiveness.” All marketers 
concerned with a corporation’s image will 
find this article provocative. 


Should Outdoor Posters Be Repeated? Daniel 
Starch, Media/Scope, December, 1959, pp. 
40, 41. [J.E.M.] 


Data from the study of 84 repeated posters 
are analyzed by Dr, Starch. Forty-eight of 
the posters were repeated the following 30- 
day period; 36 were repeated with an interval 
interruption of one month or more. The find- 
ings indicated appreciably higher observation 
scores for both the interrupted and the un- 
interrupted repeat showings. The report con- 
cludes that “. . . it takes several, perhaps 
many, repetitions for a sales message to come 
close to complete audience awareness or 
penetration.” 


How Does Repetition of Advertisements Affect 
Readership? Daniel Starch, Media/Scope, 
November, 1959, pp. 50, 51. [J.E.M.] 


Dr. Starch studies 80 advertisements which 
were repeated from two to eight times each 
in different issues of the same magazines for 
a total of 234 insertions. The data are pre- 
sented in chart form. The findings show that 
readership remains approximately at the same 
level up to eight insertions. 


Selectivity in Print Media Buying. Bernard H. 
Ober, Media/Scope, February, 1960, pp. 
78-90. [J.E.M.] 


For an extensive knowledge of the use of 
available information for efficient media pur- 
chases, this article is a “must.” Ober discusses 
data about location, size, and characteristics 
of print media audiences and their use in 
aligning space purchases with target audi- 
ences. 


$12-billion Goliath: Why Paper Industry Sales 
Rose 11.2% in 1959. Vernon Van Diver, 
Printers’ Ink, February 5, 1960, pp. 22-28. 
[J.E.M.] 


Van Diver presents a study of the advertis- 
ing and sales of 19 of the paper industry’s 
biggest companies between 1950 and 1958. 
Each of the companies except two increased 
its sales over 50 per cent. Each company’s 
promotional history shows that everyone in- 


creased business-paper advertising for the 
nine-year period. Sales were stimulated as a 
direct result of advertising and promotion. 
The study concludes that “The most important 
key to success under these conditions may lie 
in how alert a company is to its competitors’ 
advertising and promotional efforts and how 
far the company is willing to go in over- 
shadowing these efforts.” 


12 Reasons Why Industrial Public Relations 
Programs Fail. Norman Odell, Industrial 
Marketing, February, 1960, pp. 55-57. 
[J.E.M.] 


To explain why public relations programs 
fail, Odell blames both the client and the 
agency. The client lacks image unanimity, ex- 
pects wizardry, thinks “organization” instead 
of “individuals,” believes only in the frontal 
attack, and is afraid to be a leader. On the 
other hand, the public relations agency over- 
sells, sets no targets, sells generalizations in- 
stead of specifics, sells novelties, circumvents 
the internal public relations staff, loses stay- 
ing power and consistency, and loses objec- 
tivity. The author then suggests that to assure 
an effective public relations program, the 
client should carefully check the prospective 
counsel’s qualifications, not expect free samples 
of the counsel’s work, release all pertinent 
facts to the public relations agency, help sell 
the public relations program, expect progress 
reports; and when the activities involved have 
been resultful, should document and turn them 
to advantage in every possible situation. 


Why Some TV Commercials Don’t Sell. 
Printers’ Ink, December 11, 1959, pp. 46- 
51. [J.E.M.] 


Since 1954 the Schwerin Research Corpora- 
tion has been measuring the effectiveness of 
commercials by their Competitive Preference 
method. The method is briefly explained. From 
the tests, it has been determined that one out 
of every three television commercials fails. 
These failures are caused by such flaws as: 
(1) viewer involvement nil or negative, (2) 
excessive product orientation, (3) omission of 
story elements, (4) poor audio-video correla- 
tion, (5) negative opening mood, (6) scare 
psychology, and (7) unnecessary or irrelevant 
product claims. The successful commercials 
tend to get comments that are relevant to the 
copy, such as “Tastes Delicious.” 


How Ads Build Electrical Product Sales. 
Vernon Van Diver, Printers’ Ink, Decem- 
ber 4, 1959, pp. 43-48, [J.E.M.] 


The electrical product manufacturer’s adver- 
tising is analyzed in this study, one of a series 
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appearing in Printers’ Ink. The analysis shows 
how business paper advertising campaign 
planning has affected the sales and growth 
of the electrical manufacturing industry. One 
of several conclusions reached is the “long- 
term planning, usually four years or more, 
minimizes year-to-year advertising and sales 
fluctuations and pushes sales upward in steady 
growth.” 


What Is Happening to Production Costs? Clay- 
ton Huff, Advertising Requirements, De- 
cember, 1959, pp. 46-48. [J.E.M.] 


Advertising production costs since 1946 are 
analyzed by an advertising executive. A series 
of charts is used to present the data. The re- 
port states that on an average, advertising 
elements ran 45 per cent of the total cost of 
production; engraving costs were 35 per cent; 
composition, 15 per cent; and electros, 10 per 
cent, Total production costs have increased 
30 per cent during the period. 


Truth and Taste in Advertising—1960. Part 1, 
Crisis in Advertising. November 27, 1959, 
pp. 21-30. Part 2, Advertising as Govern- 
ment: Why Some Laws Help, Others Pose 
a Great Threat. December 4, 1959, pp. 21- 
36. Part 3, Advertising Control From 
Within: Why Self-Regulation Isn’t Work- 
ing Today. December 11, 1959, pp. 29-39. 
Part 4, A Program to Restore Truth and 
Taste and Public Confidence in Advertis- 
ing. December 18, 1959, pp. 19-29. Printers’ 
Ink. [J.E.M.] 


The four articles analyze serious problems 
that currently confront the advertising busi- 
ness. The causes of the crisis in advertising, 
such as excesses in the gray areas of truth 
and taste, are examined critically. And the 
role of advertising under existing state and 
national laws is discussed. Self-regulation is 
explored and the causes of its failure cited. 
In the final article an excellent program is 
suggested to improve taste and truth in adver- 
tising. Printers’ Ink does a service for all 
marketers in considering the problems involved 
in improving the “image” of the advertising 
industry. 


What Kinds of People Make Up Broadcast 
Audiences? Bernard H. Ober, Media/ 
Scope, December, 1959, pp. 42-46. [J.E.M.] 


This discusses the qualitative aspects of the 
measurement of broadcast media. Knowledge 
of the personal and socioeconomic character- 
istics of the broadcast audience is needed. 
Only one national television service makes 
such measurements. Broadcast media data 
cannot compare in this respect to print media. 


July 1960 


More research of this nature is needed in the 
fields of radio and television. 


Reach or Frequency for Broadcast Messages? 
Bernard H. Ober, Media/Scope, Novem- 
ber, 1959, pp. 56-65. [J.E.M.] 


Advertisers must choose between intensive 
and extensive coverage of broadcast media 
audiences. Ober explains in detail how the 
cumulative audience rating, the unduplicated 
audience rating, and the average exposure 
factor may be used when the choice between 
reach and frequency is made. 


Rating Metkods. Bernard H. Ober, Media/ 
Scope, January, 1960, pp. 46-51. [J.E.M.] 


This is a commentary on the types of audi- 
ence measurements set up by the various 
rating services. Ten types of ratings are dis- 
cussed, such as sets-in-use, share-of-audience 
rating, and the minute-by-minute profile. 


Television: Indirect Results are Almost Bound- 
less. Paul Stewart, Management, Novem- 
ber, 1959, pp. 47-48. [L.P.D.] 


The first television station in New Zealand 
is expected to start broadcasting in the latter 
part of 1960. This new communication medium 
will probably create substantial employment 
in technical and sales jobs in the television 
industry as well as in manufacturing, install- 
ing, and in servicing sets. It might also 
change furniture styles as living rooms are 
rearranged to accommodate TV sets and their 
adjuncts, such as venetian blinds, supper trays, 
and stools. Attendance at movie theaters may 
be expected to decline sharply, advertising 
media and techniques will change, while gath- 
ering and reporting of the news might im- 
prove. 

The initial impact will be interesting to 
watch to unfold, but it will be even more inter- 
esting to see whether New Zealanders develop 
selectivity in their viewing or simply watch 
whatever the screen may offer. 


With Low-Budget TV Sales Show, Tyrex Cap- 
tures a Non-Captive Audience. Sales Man- 
agement, October 16, 1959, pp. 98-100. 
[W.T.K.] 


In 1958 five viscose cord makers joined to 
form a trade association, Tyrex Inc., to pro- 
mote viscose cords for tires. Bucking keen 
competition from rayon, nylon, and natural 
fibres, Tyrex had to get a great deal of value 
from its relatively modest budget of about 
$2 million. Building the campaign around a 
unique live television show originating in 30 
key cities, Tyrex planned out a cleverly bal- 
anced campaign to showcase the TV effort. 
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How 5 Big Advertisers Use Split-Runs. Sales 
Management, October 2, 1959, pp. 69-84. 
[W.T.K.] 


A number of national and regional maga- 
zines are now offering split-runs of their cir- 
culation to advertisers. This article examines 
how six companies have used split-runs with 
different objectives: to introduce new products 
more quickly, beef up poorer selling products 
in the line, exploit local opportunities, or test 
products and promotional techniques. 


2. AGRICULTURAL 
MARKETING 


Forces Influencing the Connecticut Supply of 
Milk. Marvin W. Kottke, Storrs Agricul- 
tural Experiment Station Bulletin No. 
$41, June, 1959, p. 47. [F.M.] 


Economists have been perpetually bothered 
by the apparently perverse supply function for 
milk. Supply response to price (elasticity) is 
so low that it almost looks as if dairy farmers 
would produce more milk the less they. get 
per hundredweight. Kottke succeeds in bring- 
ing the enigma out of this mystery by sep- 
arating the movements on a static demand 
curve from the so-called “demand curve 
shifters.” He quantifies these shifters, or tech- 
nological changes, by analyzing the effect of 
changes in crop yields, production per cow, 
and man-hours per technical unit, Also, he 
estimates the supply effect of dairy farms 
going out of production and the interaction 
of this factor with economies of scale in re- 
maining firms. This elegant little study will 
serve as an inspiration to practicing market 
researchers who are trying to avoid the great 
many pitfalls of supply analysis. 


Fast Start to ‘Soaring Sixties,’ Food Engi- 
neering, January, 1960, pp. 37-41. [T.c.T.] 


Food and beverage companies look for an- 
other successful year in 1960, according to 
this magazine’s third annual presidents’ sur- 
vey. Respondents expect sales to be up 5.5 per 
cent this year, profits to be 7.5 per cent fatter, 
and prices to show little change from last 
year’s levels. But they expect rougher com- 
petition, too, and, accordingly, plan to boost 
marketing research budgets 15.5 per cent, 
technical research 15.9 per cent, and adver- 
tising 9 per cent. The flood of new products 
vying for supermarket shelf space isn’t likely 
to slacken off—some 85 per cent of the firms 
said they plan to introduce new items or 
modified versions of existing ones. And the 
trend to product diversification is accented 
by the finding that 36 per cent of the new 


products will aim at fields the companies are 
not presently engaged in. The new product 
programs are getting extra attention from 
the bigger firms, the survey indicates. For 
example, only 22 per cent of the firms with 
sales less than $50 million expect to add to 
their product lines, compared to 40 per cent 
in the $51-$100 million group, and 45 per cent 
in the over-$100 million class. Other findings: 
72 per cent expect the competition from pri- 
vate labels to become sharper, and “a remark- 
ably high percentage” hope to go in more for 
overseas marketing. 

A second part of the survey capsules com- 
ments by 19 industry leaders as to what are 
likely to be the key marketing trends in the 
sixties. Also included is a series of charts 
showing three-year trend in personal income 
and food-beverage consumption, sales by manu- 
facturers and retailers, media outlays, hourly 
earnings and output, and after-tax profits of 
food-beverage concerns, 


Pooling and Other Grower Payment Methods as 
Used by Local Fruit, Vegetable, and Tree 
Nut Cooperatives. Clyde B. Markeson, 
General Report 67, Farmer Cooperative 
Service, U.S.D.A., December, 1959, 44 pp. 
[J.K.s.] 


The purpose of this study was to provide 
data on the types of grower payment methods 
used by local fruit, vegetable, and tree nut 
marketing co-operatives; the extent of their 
use; and the factors associated with these 
methods that contribute to an effective and 
orderly marketing program. Such information 
can be useful to directors and managers of 
co-operatives by pointing out the role of 
grower payment procedures in relation to 
other operating practices of the association. 
It can also be used as a basis for making 
recommendations on the payment method best 
adapted to the commodity an association han- 
dles and to the competitive position under 
which it operates. And the data should be 
useful to marketing firms, other than co- 
operatives, since some of their grower pay- 
ment methods are similar to those used by 
co-operatives. 


The Philadelphia Market. Agricultural Mar- 
keting, Agricultural Marketing Service, 
U.S.D.A., September, 1959, pp. 4, 5, and 
16. [J.K.s.] 


After more than 150 years on traffic-tangled 
Dock Street, produce marketing men in Phila- 
delphia packed up and moved en masse last 
June into new, modern facilities at the edge 
of town. Both the site and the design of the 
new food distribution center were suggested 
by the Transportation and Facilities Research 
Division of AMS. 
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The produce and seafood buildings, occu- 
pied last year, represent only the first step 
in the development of what is scheduled to 
be one of the largest food distribution centers 
in the world. Upon completion, the Phila- 
delphia marketing facility will represent a 
$100,000,000 investment, and will cover nearly 
400 acres of land. 

A wholesale grocery firm is currently erect- 
ing a $2,000,000 warehouse on the site. A 
large baking and restaurant company plans to 
build a $6,500,000 bakery and commissary. A 
fruit company has leased 12 acres for a 
$500,000 warehouse for perishable fruits, and 
a food chain has scheduled a $300,000 seafood 
warehouse. 

These new facilities, together with those 
already erected and those that will be built 
in the future, should result in a saving of 
$6,000,000 a year in food handling and dis- 
tribution costs in the Philadelphia area. 


3. AREA ANALYSIS 


Industry’s Role in Metropolitan Growth: a 
Public Management Problem. James Gillies, 
California Management Review, Winter, 
1960, pp. 38-46. [W.J.R.] 


The author examines population changes in 
major California metropolitan areas as re- 
lated to changes in “base industries,” (those 
that produce goods and services for sale out- 
side their immediate area). Comparing data 
for 1947 and 1956, it was determined that 
manufacturing as a source of employment in- 
creased relatively in the metropolitan areas 
of Los Angeles, San Diego, San Jose, and 
Fresno, remained relatively constant in the 
San Bernardino-Riverside and Stockton areas, 
and became relatively less important in the 
Sacramento and San Francisco metropolitan 
areas. Population of the metropolitan areas of 
Los Angeles, San Diego, and San Jose grew 
most rapidly during this period showing that 
“ a condition for population expansion 
of major proportions is the expansion of major 
base industries.” 

Will the growth of manufacturing in the 
future be sufficient to provide employment for 
the 1980 California population projection of 
31,650,000? “Presumably, since a comparable 
rate prevailed in the past .. .” writes the 
author. 

The author then suggests some of the major 
areas of change that such forecast growth 
would affect, such as conversion of agricul- 
tural land to urban use, private capital invest- 
ment expenditures, public costs of increased 
urbanization, increasing the flow of capital 
to California, diversification vs. concentration 
in the economic base, and others. A concluding 
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suggestion is made that “appropriate study 
can lead to possible legislation which can and 
should appreciably influence the future of the 
State of California, or any other state facing 
the same problems... .” 


Impact of Shopping Centers on Trade in Down- 
town Cincinnati. Charles S. Hindersman, 
Journal of Retailing, Winter 1959-1960, 
pp. 185-196. [s.c.H.] 


A detailed analysis of purchase diary rec- 
ords kept for the period 1953-1958 by a panel 
of Cincinnati area consumers indicates a drop 
in downtown’s share of shopping goods sales 
from 67 per cent to 55 per cent of the total. 
Downtown department store shares declined 
from 1953 to 1956 but then stabilized, and 
department store branch sales just about com- 
pensated for the reduction in parent store 
strength. The development of four major shop- 
ping centers seems to have reduced the market 
share of outlying stores not in the centers. 
Appliance and miscellaneous household goods 
purchases behaved counter to the trend, with 
downtown purchases constituting a greater 
portion of the total in 1958 than in 1953. 


Don Mills: “Today’s New Town.” Jack Oldham, 
Urban Land, January, 1960, pp. 3-9. 
[W.J.R.] 


The planning, construction, and peopling of 
a completely new town near Toronto, Canada 
is described by the public-relations counsel for 
the development firm. Acquiring 2,058 acres 
northeast of Greater Toronto by 1953, the 
objective was “. . . to build an integrated 
community of residential, commercial and in- 
dustrial development with an assessment ratio 
of 65 per cent residential and 40 per cent 
industrial-commercial.” 

The industrial development was confined 
essentially to the south and northwest parts 
of the community. The main commercial devel- 
opment including major civic and recreational 
projects was located at the community cen- 
ter. The residential development was located 
around and beyond the central core. 

The main shopping center consists of 56 
stores containing 136,110 square feet of ground 
floor space. A small neighborhood shopping 
center comprising 16 units and 40,950 square 
feet of ground floor space was opened in 
December, 1959, to service the northeast area 
needs. 

Total capital investment to date in Don 
Mills is estimated at $150,000,000. An “‘ulti- 
mate” population of 25,000 is expected by the 
end of 1960. 

A discussion of building policy, architectural 
design, sales method, schools and zoning, along 
with a section on “mistakes we have made” 
are included. 
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MARKETING ARTICLES IN REVIEW 


Evaluating Store Sites and Determining Store 
Rents. Saul B. Cohen and William Apple- 
baum, Economic Geography, January, 1960, 
pp. 1-35. [W.J.R.] 


Major considerations in evaluating a store 
site and its sales possibilities include the 
complex of factors composing each of the 
following: accessibility, population, competi- 
tion, economic stability, and trading area 
boundaries. Each of these is broken into ele- 
ments for discussion. For example, accessi- 
bility determinations are a resultant of road- 
surface conditions, a time-distance travel 
factor, the quality of traffic flow past a loca- 
tion, and the relative visibility of a store. 

In addition, store size, assortment of goods, 
and whether it operates alone or in a shopping 
center help to determine the differential ability 
of a store to penetrate its trading area. 

Somewhat less attention is devoted to the 
factors which determine a store’s real-estate 
costs, whether owned or rented: land and 
building cost, debt service charges, operating 
costs, and the size and power of the negotia- 
tors engaged in the negotiation process. Six- 
teen full-page cartographic-type illustrations 
help to make this article a useful tool for those 
engaged in making location decisions. 


Survey of Building Permits Issued in the 14 
Southernmost Counties of California. Re- 
search Department, Security First Na- 
tional Bank Publication, February 12, 
1960, 13 pp. [W.sS.P.] 


Regional economic data often exist in the 
raw form but are essentially unavailable be- 
cause of their not having been compiled and 
analyzed. Both dollar volume and number of 
family dwelling units by city and by county 
are given in this report, together with a brief 
note regarding the limitations on the data, 
for the Southern California counties, 


The Relationship between Personal Disposable 
Income and Retail Sales in Small Areas. 
C. de Coning, The South African Journal 
of Economics, December, 1959, pp. 260- 
268. [S.c.H.] 


The Transvaal, itself a major division of 
the Union of South Africa, may be divided 
into six large regions. Personal disposable in- 
come appears to be a usable rough guide to 
retail sales potential within those regions, 
barring one or two “unusual” trade movements 
between regions. Income figures constitute a 
less satisfactory guide to the sales potential 
of the 40 magisterial districts into which the 
regions are subdivided, suggesting that, for 
reasons indicated in the article, these districts 
do not constitute “closed retail systems.” 


5. COSTS AND EFFICIENCY 


Inflation and Quasi-Elective Changes in Costs. 
Ruth P. Mack, The Review of Economics 
and Statistics, August, 1959, pp, 225-231. 
[S.C.H.] 


Analysis of indexes indicates a widening in 
the gross margins between the prices of manu- 
factured goods and the basic materials of 
which they are made. The increase has been 
substantially greater than the increase in 
wages and fringe benefits paid to production 
workers and is partly attributable to manu- 
facturers’ decisions to augment packaging, 
promotion, administration, record-keeping and 
research as well as to substitutions of ma- 
chinery for human labor. In some cases these 
changes and additions have been efficient, in 
other cases inefficient or inflationary. The in- 
flationary decisions may have been caused by 
competitive attempts to offset rivals’ expendi- 
tures, influence of high income taxes, desire 
for non-monetary returns, inability to fore- 
cast returns accurately, belief in the inelas- 
ticity of consumer demand, and the use of 
constant percentage margins in the face of 
changing dollar costs. 


Costs of Marketing Food Products. Kenneth E. 
Ogren, Agricultural Marketing, Agricul- 
tural Marketing Service, U.S.D.A., Janu- 
ary, 1960, 2. pp [J.K.s.] 


Costs of processing and distributing food 
products increased each year in the 1950s. 
The spread between what consumers paid for 
their food products and what farmers got 
increased by more than a third between 1950 
and 1960. This article reviews the factors 
contributing to these cost increases in the 
1950s and explores prospects for further cost 
increases in the 1960s. 


Expenditure Implications of Metropolitan 
Growth and Consolidation. Werner Z. 
Hirsch, The Review of Economics and 
Statistics, August, 1959, pp. 232-241. 
[S.C.H.] 


Marketing students of horizontal and verti- 
cal integration may be interested in this study 
of what happens to costs as smaller com- 
munities are amalgamated into large cities. 
Hypotheses are set up concerning the variables 
(population density, area, business activity, 
quality of service) affecting the per capita 
cost of providing various municipal services, 
and are then tested against the St. Louis 
metropolitan experience. Growth and consoli- 
dation seem to have little effect on per capita 
expenditures for horizontally integrated serv- 
ices such as police and fire protection, public 
education and refuse collection; induce a “U” 
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shaped curve in the relatively minor expendi- 
tures for central administration; and produce 
major economics of scale only in the 8 or 10 
per cent of total expenditures made on ver- 
tically integrated operations such as water 
and sewage service. Part of this lack of 
economies may be due to laws and customs, 
including limitations on debt, that hinder 
technological improvement. 


6. CONSUMER ANALYSIS 


The Teenage Consumer. M. Abrams, London 
Press Exchange Paper No. 5, 1959, 25 pp. 
[F.M.] 


Since 1938 real earnings of British teen- 
agers have risen twice as fast as those of 
adults. Their discretionary spending power 
now comprises six to seven per cent of 
the national total. The incidence of spend- 
ing is unevenly distributed between commodi- 
ties: teenagers buy one-fourth of bicycles, 
motorcycles, records, movie admissions, and 
cosmetics; hardly any groceries or household 
durables. The “teenage market” is working- 
class oriented. This is because middle-class 
boys and girls tend to go to school during 
their teens; earnings are therefore limited. 
Consumption standards and habits of British 
teenagers are under powerful American 
(=shocking?) influence. When working-class 
girls become married they tend to fall back 
on the guidance of their mothers and revert 
to more conservative British (=—decent?) pat- 
terns of consumption. All these factors create 
challenging merchandising problems to the 
alert manufacturer who is attracted by this 
lucrative market. 


The Relationship between Tangible Investment 
and Consumer Saving. E. Scott Maynes, 
The Review of Economics and Statistics, 
August, 1959, pp. 287-294. [s.c.H.] 


Heavy tangible consumer investment ($500 
or more in consumer durables or in additions 
and improvements to owner-occupied homes) 
in any one year tends to be associated with 
low or negative deflationary saving (the dif- 
ference between money income and total ex- 
penditures on goods and services) for the 
same year. 


Pathways to the Negro Market. Marcus Alexis, 
The Journal of Negro Education, Spring 
1959, pp. 114-127. [s.c.H.] 


America’s 17 million Negroes spend an 
estimated 17 billion dollars per year for goods 
and services. This article provides an intensive 
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review of available research on the promo- 
tional media designed to reach this market. 
Alexis concludes that Negro newspapers and 
magazines, as well as radio stations pro- 
grammed specifically for Negroes, are profit- 
able advertising vehicles for many advertisers 
in spite of relatively high milline rates and 
considerable duplication with general circula- 
tion media. This profitability arises from dif- 
ferences in Negro and non-Negro consumption 
patterns, from the intensive readership of the 
Negro press, and from the opportunities for 
developing brand loyalty. Case histories of a 
number of successful advertisers in Negro 
media are cited to substantiate this conclusion. 


The Profit Potential in Customer Leisure and 
Marketing. John M. Rathmell, Journal of 
Retailing, Winter 1959-1960, pp. 178-184, 
213-215. [s.c.H.] 


According to this analysis, consumers have 
increasingly greater discretion (or control) 
not only over how much they will spend for 
non-essentials, but also over how and where 
they will spend their time. Consequently retail 
sales probably have increased and are likely 
to increase most rapidly for those goods that 
require free time as a condition of consump- 
tion. The optional mobility of the consumer is 
likely both to increase sales of travel goods 
(e.g. luggage) and to upset preconceived no- 
tions of geographically limited markets. Con- 
sumer attitudes and psychology are !ikely to 
differ in these discretionary aspects of con- 
sumption from what prevails in essential 
consumption. 


Analysis of Used Car Purchases. Mordechai E. 
Kreinin, The Review of Economics and 
Statistics, November, 1959, pp. 419-425. 
{S.C.H.] 


An analysis of Survey Research Center data 
indicates that the three socio-economic vari- 
ables most closely related to used car pur- 
chases are income, liquid assets, and stage 
in the life cycle. The proportion of used car 
buyers to all car owners is highest in the 
lower income and asset groups and among 
young married couples with children. Changes 
in the individual’s economic position, his sub- 
jective evaluation of market conditions, and 
the age of the car he owns are less important 
explanatory variables. 


The Money Left Over for the Good Life. 
Charlies E. Silberman, Fortune, Novem- 
ber, 1959, pp. 134-137 seq. [W.T.K.] 


This, the eleventh of the Markets of the 
1960s series, shows how American consumers 
spend the money left over after housing, food, 
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clothing, and transportation. This residual 
figure increased from $43 billion in 1947 to 
$84 billion in 1958, and Fortune predicts it 
may rise to $130 billion by 1970. 

There are a great many sober claims on 
this $84 billion. Nearly $19 billion went for 
medical care, about 5.6 per cent of after-tax 
income. Better medical care seems to generate 
a demand for even better care. Fortune pre- 
dicts a doubling of expenditures in this direc- 
tion and a relative increase to 6.5 per cent 
of disposable income by 1970. 

Next, $24 billion was put into savings in 
1958, about 7.2 per cent of disposable incomes. 
Fortune predicts the same ratio during the 
next decade, since savings have been running 
a little better than 7 per cent for many years. 
This increases total saved to $37 billion by 
1970. Another $4 billion went to religion and 
charity in 1958. The same proportion is as- 
sumed for 1970. Consumer outlays for educa- 
tion were $3.4 billion in 1958, and should 
double by 1970 because of greater college 
enrollments and better primary and secondary 
school facilities. Finally, the consumer spent 
$5 billion for interest and finance payments 
on his debts, and $13 billion for service pay- 
ments to bankers, brokers, insurance com- 
panies, lawyers, unions, professional associa- 
tions, and the like. 

All of these serious expenditures leave rela- 
tively little for “fun expenditures.” It is diffi- 
cult to define leisure time expenditures, but 
they probably came to about $39 billion in 
1958, Of this, $15 billion was for recreation 
and foreign travel; another $10.5 billion went 
for domestic vacations and pleasure travel; 
$9.2 billion for alcoholic beverages. The re- 
mainder went for the purchase and repair of 
television, radios, phonographs, records, and 
musical instruments, hobbies, active and pas- 
sive participation in sports, etc. Fortune pre- 
dicts that the leisure time market will grow, 
but not much more than proportional to the 
general rise of incomes in the next decade. 


Employment and Consumption. Jacob Mincer, 
Review of Economics and Statistics, Feb- 
ruary, 1960, pp. 20-36. [G.F.] 


This paper explores the effects of variations 
in employment on family and aggregate con- 
sumption. Based on the Friedman permanent 
income hypothesis, Mincer constructs a linear 
regression model for cross section and time 
series data. Although the time series consump- 
tion functions do as well as those postulated 
by the originators of the permanent income 
theory, they present a contradiction by show- 
ing a high marginal propensity to consume out 
of transitory income, rather than a marginal 
propensity of zero as postulated by the theory. 

Since market planning in the short run re- 
quires a knowledge of income changes, the 


paper has special relevance in view of the 
dominance of labor as a short-run factor re- 
sponsible for income changes. However, the 
model will be most helpful in identifying vari- 
ables rather than in showing how they should 
be combined for purposes of market analysis. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Changing Marketing Channels for Farm Foods. 
Forrest E. Scott and Willard F. Williams. 
AMS-350, Agricultural Marketing Service, 
U.S.D.A., Octcber, 1959, 16 pp. (Reprinted 
from The Marketing and Transportation 
Situation.) [J.K.s.] 


In the Colonial period farmers and local 
processors did most of the marketing of 
domestic food products bought by consumers 
in this country. But specializing marketing 
firms were required to supply the large cities 
which arose in the 19th century. Food products 
then had to be shipped from distant producing 
areas. Wholesalers overshadowed other mar- 
keting agencies in this period. During the 
second half of the century agricultural prod- 
ucts often were handled by four or five mar- 
keting intermediaries between farmers and 
consumers. 

But marketing channels involving fewer 
intermediaries now handle the bulk of the 
food products marketed. Many of the large 
food manufacturing firms and retail organi- 
zations formed in this century have bypassed 
these intermediaries. Manufacturers hoped to 
provide more effective promotion for their 
products by selling directly to retailers. Large 
retailers adopted direct buying from manu- 
facturers, country assemblers, and farmers to 
obtain more control over their supply and to 
reduce costs. 

This article describes the development of 
marketing channels and discusses the motivat- 
ing forces. Particular attention is given to the 
marketing of livestock and meat, poultry, eggs, 
and fresh fruits and vegetables. It considers 
the outlook for greater use of shorter market- 
ing channels and directs attention to a few 
of the problems created by direct marketing. 


Optimal Inventory Location and Control in Pro- 
duction and Distribution Networks. Fred 
Hanssman, Operations Research, July- 
August, 1959, pp. 483-495. [w.L.] 


The subject of this paper is systems of 
interacting inventories at different locations 
and the problem of selecting optimal inven- 
tory locations from a number of possible 
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choices. Rather than using a cost-of-shortage 
concept, a functional relation between ex- 
pected demand and average delivery time to 
customers is used. Sales revenue minus in- 
ventory carrying costs is adopted as a meas- 
ure of system performance. 


National Homes’ Big Roof. Carl Rieser, For- 
tune, September, 1959, pp. 128-131 seq. 
[W.T.K.] 


Prefabrication of houses has developed only 
slowly, yet the major prefabricator in the 
United States, National Homes, is doing very 
well. It controls about 50 per cent of the 
market. 

A conventionally constructed house costing 
about $12,754 can be supplied by National 
Homes for about $10,809 because of savings 
in the cost of erection at the site, and in the 
cost of the precut and prefitted plumbing. 
National Homes has its own mortgage bank 
that has provided $600 million in mortgage 
money in 12 years; it lends builders up to 
half of the land-acquisition costs and three- 
fourths of land preparation and development 
costs. It supplies its builders with a complete 
merchandising package: with plans for the 
“gala opening” promotion, co-operative adver- 
tising money, experienced salesmen who show 
builders how to sell their houses. This is an 
excellent study in vertical integration along 
obsolete channels of distribution. 


8. FINANCING 


Inventories Have Many Credit Implications. 
Donald R. Alexander, Credit and Finan- 
cial Management, December, 1959, pp. 11- 
12. [W.L.] 


The evaluation of inventories is of major 
importance in extending credit. A number of 
guides for establishing inventory evaluations 
from balance sheet data are presented. 


Monetary Policy and Economic Growth. Fed- 
eral Reserve Bulletin, February, 1960, pp. 
126-132. [G.F.] 


This paper presents the statement of 
William McChesney Martin, Jr., Chairman of 
the Board of Governors of the Federal Reserve 
System before the Joint Economic Committee, 
February 2, 1960. The most constructive con- 
tribution monetary policy can make to vigorous 
healthy growth of the economy is to maintain 
confidence in the value of money, and thus 
encourage people to save and invest in the 
basic capital improvements that add to our 
nation’s productive strength. 
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To date the task of supplying the huge 
demand for credit without severe inflationary 
consequences has been accomplished chiefly 
by letting those who borrow provide those who 
would save with an inducement to risk volun- 
tarily the loan of their savings. Federal Re- 
serve actions cannot for long enforce rates 
of interest above or below the rates that main- 
tain a balance between saving and investment. 
The System has consistently endeavored to 
cultivate confidence in the dollar—by combat- 
ting deflationary tendencies in periods of 
slack, and inflationary pressures when re- 
sources were being intensively utilized. It 
wants as low a level of interest rates con- 
sonant with savings needed to finance the 
investment needed for desirable and rapid 
economic growth. 


9. FORECASTING 


The Periodicity and Stability of Inventory Cy- 
cles in the U.S.A. D. J. Coppock, The 
Manchester School of Economic and Social 
Studies, May, 1959, pp. 140-174; Septem- 
ber, 1959, pp. 261-299. [s.c.H.] 


Coppock constructs a “Metzler-type” of 
structural inventory cycle model, amended for 
separate treatment of the wholesale and re- 
tail trade sectors on one hand and for manu- 
facturing on the other. Since the main param- 
eters of the model (marginal propensity to 
consume and inventory-sales ratios) change 
over time, one sweeping test covering the 
entire period 1920-1957 is not possible. How- 
ever, with periodic adjustments, the model 
does give results consistent with observed 
cycles. Coppock believes that this theoretical 
inventory cycle is very near the point of 
instability. 


Forecasting and Market Planning. R. K. Cowan, 
The Business Quarterly, Winter, 1959, 
pp. 223-231. [s.c.H.] 


A detailed description of the sales forecast- 
ing techniques used by Chrysler Corporation 
of Canada, Ltd., with emphasis on the differ- 
ent sales plans prepared for different pur- 
poses: manufacturing, finance and sales, and 
for short run vs. long run. The basic assump- 
tion in the planning techniques is that past 
trends and past variations about the trend 
will continue to reoccur. 


The Decade of Incentive. Marketing Commu- 
nications Workshop Publication No. 4, 
McCann-Erickson, 1959, 26 pp. [F.M.] 


America is on the threshold of a decade 
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of unprecedented prosperity, record growth of 
income, extraordinary improvement in living 
standards, unparalleled expansion in foreign 
as well as domestic markets. In short, we will 
get closer to eradication of material want 
than has ever been possible. This study—a 
constructive and courageous public relations 
release—is a summary of quantitative eco- 
nomic and marketing projections, which should 
help decision makers in planning for the dec- 
ade of incentive. Copies can be had upon 
request. 


Presidents Plan for Prosperity: A Presidents’ 
Panel Report. Dun’s Review and Modern 
Industry, December, 1959, pp. 40, 41. 
[R.L.C.] 


Dun’s Review asked presidents of 84 leading 
industrial companies for their views concern- 
ing the next decade. Their response indicates 
that they are getting set for a decade of un- 
precedented sales, profits, and productivity. 
Three out of four presidents plan changes in 
current marketing set-ups or distribution poli- 
cies. Many of these industrial leaders believe 
that if we can ever drop the arms race: the 
ultimate result will be, as one of them ex- 
presses it, “the greatest prosperity the world 
has known.” 


10. FOREIGN MARKETING 


Advertising in Mexico. Alexander Tscherny, 
Export Trade Magazine, November, and 
December, 1959, January, and February, 
1960. [F.M.] 


The rate of Mexico’s economic growth sur- 
passes all Latin American countries as well 
as the United States. Sears Roebuck has suc- 
cessfully introduced modern merchandising 
methods into this booming market. The 
ground for the advertising industry is fertile. 
Currently, annual billings exceed 3 billion 
pesos. Radio is the most widely-used medium, 
followed by movie commercials. Further devel- 
opment of the industry is hindered by un- 
ethical practices, shortage of trained per- 
sonnel, lack of reliable statistics, inflexibility 
of government controls, and the rather limited 
size of the Mexican market. The series of 
articles will be available in booklet form. 


France Makes Her Choice. Paul Alpert, Chal- 
lenge, October, 1959, pp. 24-28. [w.L.] 


An analysis of some of the reasons for 
France’s choice to join the European Economic 
Community, and the resulting implications, is 
presented. 
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Merchandise Distribution in Tropical Africa. 
Mildred Rendl Marcus, Journal of Re- 
tailing, Winter, 1959-1960, pp. 197-201. 
[S.C.H. ] 


Retail distribution facilities for supplying 
native populations throughout tropical Africa 
are still extremely primitive. Most native con- 
sumption purchases in West Africa are made 
in open markets staffed largely by women, 
called “mammy traders.” These are usually 
urban, married women with children who are 
consequently exempt from agricultural labor 
and whose husbands have provided the initial 
capital. Prices are subject to haggling and 
the unit of sale tends to be very small. Chan- 
nels of distribution from the large European 
wholesale houses are complex, and some of the 
wholesaling “mammy traders” have sales vol- 
umes of thousands of dollars per month. In 
East Africa the retailing is concentrated in 
small shops, run almost entire'y by non- 
Africans, Markups are very high in all parts 
of tropical Africa. 


Restrictive Practices in the Food Trades. N. 
Cuthbert and W. Black, The Journal of 
Industrial Economics, October, 1959, pp. 
33-57. [S.C.H.] 


The British Restrictive Practices Act of 
1956 required that most “agreements aimed 
at limiting competition in industry or trade” 
be filed with a Registrar of Restrictive Trad- 
ing Agreements. These agreements are then 
subject to review by a Restrictive Practices 
Court. To date some 200 agreements affecting 
competition in the food trades have been filed 
under this Act. The authors find the pattern 
of agreement to be very spotty—baking, con- 
fectionery, sugar, butter, cheese, and fish 
trades operate under highly restrictive agree- 
ments affecting competition and price, while 
ice cream, margarine, jam, and most frozen, 
dried, and canned foods are not subject to 
such agreements. In general the agreements 
in the food trades tend to be fairly simple 
and straightforward plans for either setting 
actual or minimum prices, rather than the 
elaborate schemes sometimes described in the 
literature. 


Selling Comes Before Making. A. R. Griffiths, 
The New Zealand Hardware Journal, Octo- 
ber, 1959, p. 41. [L.P.D.] 


The writer here develops the thesis that 
especially for the small manufacturer whose 
products have nothing unique about them in 
price, in design or in quality, organizing and 
developing sales power is the first and most 
important essential, if he expects to remain 
in business. 

The significance of this article for the Amer- 
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ican marketing executive is a recognition of 
the changing attitude of foreign business ex- 
ecutives toward marketing products. Whereas 
foreign manufacturers traditionally empha- 
sized production and tended to disregard mar- 
keting, their thinking is now in the process 
of reversal and marketing is becoming more 
and more important. If American producers 
expect to remain successful in foreign mar- 
kets, they must pay heed to this changed 
thinking and place far more emphasis upon 
the promotion of sales. 


and Techniques in Marketing in 
Europe (les Journées Francaises du “Mar- 
keting”). Vente et Publicité, December, 
1959, pp. 63-67. [P.E.] 


This article summarizes nine addresses 
given at a marketing meeting held in Paris 
last fall. Six of the addresses were given by 
specialists, three by managers of manufactur- 
ing companies. The most interesting: the 
speech by Mr. Tikhmenev of the Biscuiterie 
Alsacienne reveals certain methods useful 
in attaining full distribution in Europe; dis- 
tribution is the most important long range 
problem faced by the majority of European 
firms. 

Biscuiterie Alsacienne studied Belgium, Ger- 
many, and Sweden, and found that its prod- 
ucts were not marketed in those countries; 
determined its best selling price; and started 
its penetration. The penetration is the same 
everywhere: keep the product before the eyes 
of the wholesaler, retailer and consumer; ad- 
vance city by city; selection of initial points 
of sale; local advertising naming the points 
of sale; brand names are suppressed (AI- 
sacienne thinks that they may pose psychologi- 
cal obstacles to the purchase) and are replaced 
by a slogan: “There is no frontier to good eat- 
ing” (“la gourmandise n’a pas de frontiére’’). 

The other speeches given by company offi- 
cials concerned cigarettes and ball point pens. 
Mr. Austern of the British American Tobacco 
Company showed from experiences in Germany 
and Switzerland how much tenacity counts 
in marketing. Mr. Auclaire gave the high- 
lights of the growth of Bic pens from sta- 
tionery wholesaling and an advertising budget 
of $20,000 to a company dealing in 92 coun- 
tries and advertising films by Asséo and 
Etienne Raik. This success is due to the 
imagination and daring of Mr. Marcél Bich, 
who better than many others understood how 
the ballpoint could find a mass market. 


Europe at Sixes and Sevens. Michael Heilperin, 
Fortune, October, 1959, pp. 148-149 seq. 
[W.T.K.] 


The “Outer Seven” or European Free Trade 
Association is a much looser confederation 
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than the “Inner Six,” the European Common 
Market. Common Market members, while mu- 
tually reducing against one another, will main- 
tain a common wall against outsiders. The 
Outer Seven, on the other hand, will reduce 
tariffs against one another, but will not main- 
tain a common tariff against outsiders. Each 
member is free to negotiate as it will with 
nations outside the confederation. The Outer 
Seven, unlike the Common Market nations, 
have no ultimate ambitions of uniting politi- 
cally. Although the European Free Trade 
Association is somewhat more innocuous than 
the-Common Market scheme, both great trad- 
ing blocs pose some real dangers to the 
United States. 


Free Trade and the Congo Basin Treaties. 
Jacqueline Mathews, The South African 
Journal of Economics, December, 1959, 
pp. 293-300. [8.c.H.] 


Current interest in the development of the 
European Common Market suggests that it 
might be profitable to examine a predecessor 
free-trade region, “The Conventional Basin 
of the Congo” consisting of the Belgian Congo, 
Uganda, Kenya, Tanganyika, Nyasaland, and 
parts of several other jurisdictions. Since the 
Berlin Act of 1885 these territories, mainly 
administered and controlled by protectionist 
nations, have been pledged to mutual free 
trade. In practice, the complete abolition of 
tariffs has proven impossible, but duties are 
low and rates are non-discriminatory between 
members of the Convention. The author be- 
lieves that this policy has greatly encouraged 
internal developments. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


A Critique of United States Experience with 
Price-fixing Agreements and the Per Se 
Rule. Almarin Phillips, The Journal of 
Industrial Economics, October, 1959, pp. 
13-32. [S.C.H.] 


Economists and lawyers generally agree 
with the position enunciated by Justice Doug- 
las in 1940 that price-fixing agreements have 
consistently been held illegal per se under 
the Sherman Act. A review of the major 
cases indicates that in practice the Supreme 
Court has frequently deviated from this posi- 
tion, using a rule of reason. Phillips argues 
for a greater use of the rule of reason, argu- 
ing that agreement among weak sellers facing 
strong buyers may actually help, rather than 
hinder, workable competition. 
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MARKETING ARTICLES IN REVIEW 


Washington State Laws and Interstate Retail 
Competition. Guy C. Gordon, University 
of Washington Business Review, Febru- 
ary, 1960, pp. 31-40. [B.c.] 


This is an analysis of the effect which vari- 
ous Washington state laws have upon the 
competitive position of retailing stores in 
those areas of Washington which are adjacent 
to competing retailing stores or retailing shop- 
ping areas in Oregon and Idaho. At the time 
that the study was made, 1958-59, the state 
of Washington had such laws in effect as a 
fair trade law, an unfair cigarette sales law, 
a cigarette tax, a retail liquor regulation law, 
a retail sales tax, and trading stamp restric- 
tions. In contrast, the states of Idaho and 
Oregon had very few of these handicaps placed 
upon them by their respective state govern- 
ments. 

In his study the author pitted various re- 
tail trading areas against each other and 
attempted to show how the laws placed upon 
Washington retailers affected their competitive 
positions. 


The Stewart Report: A Critical Appraisal. 
David S. R. Leighton, The Business Quar- 
terly, Winter, 1959, pp. 208-212. [s.c.H.] 


A criticism of the report of the Canadian 
Royal Commission on Price Spreads of Food 
Products, on the grounds that the Commission 
has adopted too paternalistic an attitude to- 
wards the consumer and wants to over-protect 
her through compulsory grade and information 
labeling, etc. Leighton also criticizes the Com- 
mission for using return on net worth or 
investment to measure profits in the food 
industry. 


The Restrictive Practices Court and Cotton 
Spinning. Alister Sutherland, The Journal 
of Industrial Economics, October, 1959, 
pp. 58-79. [s.c.H.] 


A detailed review of one of the first impor- 
tant cases decided by the new British Restric- 
tive Practice Court indicates that the Court 
will take a strong position against price agree- 
ments. However, there is still no indication 
that the Court will be able to deal with the 
monopolistic practices of “conscious parallel- 
ism” and of merger. The author believes U.S. 
antitrust legislation is more effective than 
even the present revised British laws. 


12. HISTORY AND TRENDS 


Organizing Growth. Kenneth E. Boulding, 
Challenge, December, 1959, pp. 31-36. 
[W.L.] 


This article distinguishes between two kinds 


of growth: organizational growth and ecologi- 
cal or evolutionary growth. The classical 
“capitalistic” pattern is designated as ecologi- 
cal rather than organizational, in contrast to 
the communistic pattern. After discussing 
various aspects of both types of growth, 
Boulding concludes that, “it may be that the 
long run lies with organization rather than 
evolution.” 


Detroit’s Next Decade. Gilbert Burck and 
Sanford S. Parker, Fortune, October, 1959, 
pp. 112-115. 


In the tenth of the Markets of the 1960s 
series, Burck and Parker analyze the shape 
of things to come in the automobile field and 
predict that the United States passenger-car 
industry may be selling 8 million cars a year 
by 1965, and 9.4 million annually by 1970. This 
big market will consist mainly of replacements 
(6.9 million a year by 1970) and automobiles 
for new families (1.1 million by 1970). Second 
(or more) car families will account for 
another 1.1 million units by 1970. The per- 
centage of families having at least one car 
will be 85 to 90, compared with about 80 per 
cent today. 

A further relative decline is forecast for 
expenditures for public transportation, but the 
share of disposable income spent on the auto- 
mobile and its maintenance will not rise much 
beyond today’s 11 per cent. The effect on 
highway congestion and city parking facilities 
of an 80 million car population is horrible to 
contemplate. 

Most of the market for new cars will come 
from the affluent 25 million families with 
annual incomes of $7,500 or more. Fortune 
points out that the automobile will become 
even less of a “status symbol” in the 1960s 
than before. 

Although Fortune sees a potential for the 
compact cars of around 2 million units in 
1960, Detroit, it believes, will still be banking 
on a majority of Americans wanting full-size 
cars with all the trimmings. 


Technology and the Future of the Economy. 
Gerbard Colm, Challenge, December, 1959, 
pp. 48-52. [W.L.] 


Increasing technology contributes to eco- 
nomic development in two ways: by creating 
new or improved consumer goods, or by 
developing new or improved methods of pro- 
duction. A crucial question of improving 
technology concerns the relationship between 
the labor-replacing and labor-absorbing effects 
of improvements. For the near future it is 
likely that research will create more job oppor- 
tunities than it will abolish. Advancing tech- 
nology must be viewed in terms of an inter- 
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national perspective. Many improvements in 
our production may find their most essential 
application in other parts of the world. 


13. INDUSTRIAL 
MARKETING 


Chemical Process Industries: 1959 Census of 
Plants and Employees. Chemical Engineer- 
ing, January, 1960, 136 pp. [T.c.T.] 


A marketing guide for those who sell to 
the $88-billion CPI complex, this Census covers 
the 18 industries that require or produce chem- 
icals in manufacturing. Summary data is 
presented for each branch in three categories: 
manufacturing plants with 20 or more em- 
ployees, 50 or more employees and 100 or more 
employees. Plant and employee figures are 
first expressed in national totals, then broken 
down according to states and 66 major metro- 
politan markets. The Census reveals that there 
are 14,109 plants with 20 or more employees 
in the CPI. 


Interindustry Relations of a Metropolitan 
Area. Werner Z. Hirsch, The Review of 
Economics and Statistics, November, 1959, 
pp. 360-369. [s.c.H.] 


Presentation of an input-output table for 
the St. Louis metropolitan area, based upon 
data obtained directly from local sources, in- 
stead of simply applying naticaal technical 
coefficients to the local situation. The author 
concludes that, in spite of some theoretical and 
technical difficulties, such an analysis can be 
a useful guide to policy decisions. 


The Market Behind the Markets. Todd May 
and Sanford S. Parker, Fortune, Decem- 
ber, 1959, pp. 110-113 seq. [W.T.K.] 


In this last of the admirable Markets of the 
Sixties series, May and Parker look into the 
industrial market, which is basic to our whole 
economy. Despite ciher gloomy comparisons 
of the U. S. rate of industrial growth with 
that of the U. S. S. R., the authors predict a 
very healthy increase in our industrial poten- 
tial in the 1960s, predicated on our population 
expansion and increasing productivity during 
the period. Fortune forsees an industrial pro- 
duction of over $260 billion by 1970 about 35 
per cent of the $750 billion gross national 
product forecast for that year. This is a 60 
per cent expansion over the $164 billion that 
the industrial market racked up in 1959, and 
presupposes an annual growth rate of 4.4 per 
cent. 
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This is not at all impossible: the annual 
average rate of increase in industrial pro- 
duction between 1899 and 1929 was 4.7 per 
cent. It was reduced to a 3.8 per cent rate 
following World War II. But Fortune thinks 
it will be speeded up in the 1960s due to an 
enhanced investment push, development of new 
products in such burgeoning fields as elec- 
tronics and chemicals, and the spectacular 
rearmament program (aircraft, trucks, mis- 
siles, ete.), plus a healthy demand in the con- 
sumer goods sectors that will be reflected back 
to the business goods markets. 

A good analysis of the changing growth 
patterns of each of the major industrial cate- 
gories is given, with projections to 1970. The 
largest relative decline: textiles, apparel, leath- 
er, and food processing. Big gainers: chemical, 
paper products, and machinery industries, 

Fortune points out that the industrial mar- 
ket is not a passive thing, responding auto- 
matically to changes in consumer taste and to 
investment requirements. It actively shapes 
demand through proliferation on new prod- 
ucts and materials and new processes. “Indeed, 
the growth of industrial research and develop- 
ment has served to accelerate the pace of in- 
novation, hence to increase industry’s role as 
a source of change.” 


14. MARKETING 
MANAGEMENT 


A Bibliographical Essay On Decision Making. 
William J. Gore and Fred S. Silander, Ad- 
ministrative Science Quarterly, June, 1959, 
pp. 96-121. [W.L.] 


Those interested in decision making will 
find this review of one hundred sample items 
of important works in various facets of 
decision making to be useful. The main streams 
of thought are traced in what is termed the 
organismic approach and the management 
science approach. The authors conclude that, 
while a theory of decision making does not 
exist, and while the literature on decision 
making is inadequate, present administrative 
practice remains far behind even those con- 
ceptions we do have. 


The New Business Statistics. Harry V. Roberts, 
The Journal of Business, January, 1960, 
pp. 21-30. [S.c.H.] 


An extremely enthusiastic review article 
centering on Robert Schaifer’s Probability and 
Statistics for Business Decisions (New York: 
McGraw-Hill Book Co. 1959). The heart of 
Schaifer’s approach is decision theory based 
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MARKETING ARTICLES IN REVIEW 


upon the principle of maximizing expected 
income (instead of a minimax calculus). This 
in turn rests upon Bayes’ theorem for revising 
probabilities in the light of new evidence; here 
essentially a means of modification of sub- 
jectivistic or personalistic probabilities—the 
most controversial part of Schaifer’s work. 
This part holds that, explicitly or implicitly, 
the decision maker assigns weights to each 
possible event, and that if these are assigned 
according to certain rules of consistency they 
should be (and are) basis for decisions. 
Roberts illustrates this approach in good part 
with marketing research examples. 


Armour Sees Fat Years Ahead. Robert Lubar, 
Fortune, October, 1959, pp. 117-125 seq. 
[W.T.K.] 


The fresh meat packing industry has been 
having its private depression for the past 
thirty years. In 1958 Armour netted a profit 
of 0.3 per cent on $1.8 billion sales; Swift 
made 0.4 per cent on $2.6 billion; Wilson 
about one per cent on $693.7 million; and John 
Morrell 0.5 per cent on a $402 million volume. 

Although prosperity has given the meat 
packing industry increased volume, obsolete 
methods have kept earnings low. These have 
been in the shape of over-capacity of packing 
facilities, inefficient manufacturing methods, 
outmoded distribution system, and increased 
price competition from small packers. 

This article described how a new president, 
William Wood Prince, with the aid of a team 
of management consultants revamped the or- 
ganization. The company was decentralized; 
data processing centers were built to give 
current cost control data; the old branch 
houses were reduced in number from 213 to 
155; and packing house productivity was 
greatly improved by the adoption of new 
labor-saving machinery. Most important of all, 
more emphasis was placed on the relatively 
more profitable sidelines of soap, biological 
products, sandpaper, adhesives, and fertilizer. 
In the meat field proper, Prince’s research and 
development has centered on what he calls 
“merchandising protein”—shifting as much as 
possible from speculative fresh meats to proc- 
essing specialty items under the Armour label 
that carry longer profit margins. 


Guides for Business Analysis and Profit Evalu- 
ation. Office of Distribution, BDSA, U.S. 
Department of Commerce, December, 1959, 
76 pp. [W.s.P.] 


This basic reference is concerned with the 
use of operating ratios and financial data from 
income and balance statements in the analysis 
of business operations. Use of statistics from 
the Census of Business and the Internal Rev- 


enue Service is demonstrated with examples. 
An excellent bibliography of sources of data 
is provided, making the nominal 30 cents price 
an excellent buy. 


“Corporate Image” and Future Leaders. Philip 
Lesly, Public Opinion Quarterly, Winter, 
1959-1960, pp. 547-553, [G.F.] 


Among many other benefits, the corporate 
image will help in recruiting college graduates 
who are unaffected by the channels of com- 
munication of adult businessmen, Yet an em- 
pirical study shows that “image factors” are 
among the most common reasons given by 
college seniors for making their number one 
choice of a prospective employer. 

If the findings of the study reported are 
valid, management has much to do in pre- 
senting its “image” to the college graduate. 
Implicit in the conclusion is one more indict- 
ment of collegiate training for adult life in 
the business community. 


The Next Decade in Management. Peter F. 
Drucker, Dun’s Review and Modern Indus- 
try, December, 1959, p. 52 ff. [R.L.c.] 


Looking ahead Peter Drucker suggests that 
there are four main areas in which managers 
today might profitably prepare themselves for 
new challenges and new opportunities. 

The greatest changes may well come in the 
structure of the American work force and in 
the management and organization of people 
at work. Another entirely different but no 
less serious challenge for the American man- 
ager lies in the increasing tempo of innova- 
tion. Still another problem area will be mar- 
keting, especially the marketing of new or 
improved products. The final area likely to 
produce new challenges within the manager’s 
daily compass is financial policy. 

Mr. Drucker suggests that after all, the 
next decade does confront American business 
with one central management problem: top 
management itself, its seriousness, its vision, 
its competence, knowledge, values, and leader- 
ship. 


The Market Challenge of 1970. C. T. Slote, 
Dun’s Review and Modern Industry, De- 
cember, 1959, pp. 42-43. [R.L.c.] 


This article points out that by 1970 it will 
be difficult for any company to survive, much 
less show a profit, without a market-oriented 
approach to all management decisions; a long- 
range marketing program based on solid, sci- 
entific market research; and planned flexibility 
that will permit fast footwork to meet the 
dizzy pace of marketing changes. 
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The major marketing trends of the 1960s 
are, in the view of this author, new products 
and materials being developed at an unprec- 
edented rate, dramatic shifts in distribution 
channels, startling changes in competitive con- 
ditions, greater activity by U. S. companies 
in Europe, and higher selling cost and tighter 
profit squeeze. 


Consumers Call Tune in Borden’s Strategy for 
60s. Food Engineering, February, 1960, 
pp. 48-52, [T.c.T.] 

Shifting consumer tastes and the FTC’s 
anti-merger drive have churned up the dairy 
industry, making processors look elsewhere 
for greener pastures. Steps taken by Borden 
Foods division of Borden Co, to hook market- 
ing concept to its product diversification ob- 
jective are detailed in this article. Discussed 
are the company’s creation and organization 
of a formal marketing department, switch to 
product-manager set-up, revamp of selling 
force, along with the greater emphasis being 
placed on long-range planning and research. 
Also touched on are the company’s efforts 
to cope with private labels, a long-standing 
problem in the dairy field but one that’s be- 
coming more critical to food brand marketers 
as a whole. 


The Wonders Women Work in Marketing. Sales 
Management, October 2, 1959, pp. 33-35 
seq. [W.T.K.] 

This article points to the growing impor- 
tance of the home economist to a company’s 
marketing program. A combination of sociol- 
ogist, natural scientist, and artist, the home 
economist has an important role in companies 
that make goods sold to women. She not only 
works in test kitchens and laboratories on 
developing new products and new uses for 
old ones, but she is being used for the “soft 
sell” approach in persuading women to use 
the products concerned. She is good at this, 
as she has a delicate perception of how 
women think and react to things. 

Many companies have large home economics 
departments. General Foods’ numbers 130 
women, under the direction of G.F.’s first 
woman vice president, Ellen-Ann Durham. 
The Home Economics Department of Corning 
Glass played a major’ part in introducing a 
new type of range-top utensil, Pyroceram. A 
travelling troup of home economists intro- 
duced the new ware region-by-region, demon- 
strating it before distributors, dealers, and 
department store buyers. Corning recognizes 
their value not only for new product develop- 
ment, but for interpreting homemakers’ needs 
to the company, and for representing the 
company to the trade and the public. 
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15. MARKETING 
EDUCATION 


MARKETING RESEARCH COMPLETED 
AT UNIVERSITIES AND COLLEGES 
November, 1957—June, 1959 
(Compiled by Robert H. Cole) 


All universities and colleges having stati 
members belonging to the American Marketing 
Association were asked to report marketing 
research completed at their institutions, The 
following data were reported. Editing of the 
responses has been difficult, simply because of 
the inability of the compiler to determine, at 
long range, exactly which items were clearly 
marketing research and which were not. In 
cases of doubt, listings were omitted. 

The following information is given when- 
ever possible: author, title of publication, date 
of publication, where obtainable, and price. 
In some instances, some of these items were 
not supplied. 


ARIZONA, UNIVERSITY OF 

Waugh, Robert E.; “What Does Your Vaca- 
tioner Really Want?”; August, 1958; Ari- 
zona Business and Economic Review; Bureau 
and Business Research; free while supply 
lasts. 

Waugh, Robert E.; “A Billion Dollar Tourist 
Business For Arizona?”; April, 1959; Ari- 
zona Business and Economic Review; Bu- 
reau and Business Research; free while 
supply lasts. 

Waugh, Robert E.; “A Procedure For Tourist 
Studies”; Special Study No. 12; December, 
1957; Arizona Business and Economic Re- 
view; Bureau and Business Research; free 
while supply lasts. 


ARKANSAS, UNIVERSITY OF 

Frey, H. A., and Gentry, Dwight; “The Busi- 
ness Decline and Advertising Ethics”; 
Spring, 1959; Arkansas Economist; free. 


BABSON INSTITUTE 

Williams, Bowen G.; “Economic Effects of 
U. 5. Grades for Beef”; Market Research 
Report No. 298; U. S. Dept. of Agriculture, 
$1.00. 


BOSTON UNIVERSITY 

Alevizos, John P.; “The Market Index—A 
Marketing Management Must”; Spring 
1959; Boston University Business Review, 
Vol, 6, No. 1; free. 

Carson, David; “Automatic Vending as a 
Form of Self-Service’; Fall 1958; Boston 
University Business Review, Vol. 5, No. 2; 
free. 

Carson, David; “Barriers to Distribution at 
Home and Abroad”; April, 1958; Boston 
University Graduate Journal, Vol. VI, No. 
5; free. 
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Carson, David; “Legal Barriers to Effective 
Distribution”; Proceedings of the 29th Con- 
ference; Boston Conference on Distribution; 
1957. 


CALIFORNIA, UNIVERSITY OF 

Bressler, R. G.; “The Impact of Science on 
Agriculture”; Journal of Farm Economics, 
Vol. 40, No. 5; December, 1958. 

Bressler, R. G.; “Pricing Raw Product in 
Complex Milk Markets”; U.S. Agricultural 
Marketing Service—Agricultural Economic 
Research, Vol. 10, No. 4, October, 1958. 

Collins, Norman R.; “Agricultural Producers 
and Their Changing Markets”; U.S. Farmer 
Cooperative Service; News for Farmer Co- 
operatives, Vol. 25, No. 11; February, 1959. 

Hoos, Sidney; “Canned Fruits Market, 1958- 
59. Sales Records Set by California’s Major 
Canned Fruit Packs in 100th Year but Re- 
duced Crops Influence 1958-59 Outlook”; 
California Agricultural Experimental Sta- 
tion; California Agriculture, Vol. 12, No. 
10; October, 1958. 

Mehren, George L.; “Integration in the Dairy 
Industry”; Proceedings, California Dairy In- 
dustry Conference; January, 1959. 

Mehren, George L.; “Market Structure and 
Procedures in Economic Development”; Ma- 
layan Economic Review, Vol. 4, No. 1; April, 
1959. 


GEORGIA STATE COLLEGE 

Ehlers, C. W.; “Profile of a Sales Executive”; 
The Atlanta Economie Review; Bureau of 
Business and Economic Research; July, 
1958. 

Ehlers, C. W.; “Signs of Growing Profession- 
alism”; American Salesman; January, 1959. 

Paranka, Stephen; Research Monograph; 
“Marketing Implications of Interurban De- 
velopment”; Bureau of Business and Eco- 
nomic Research; Summary in Atlanta 
Economie Review; March, 1959. 

Schwartz, David J.; “Applied Imaginations, 


The Salesmen’s Best Friend”: The Manage-— 


ment Review; December, 1958. 

Tucker, William T.; “A Hardheaded Approach 
to the Advertising Appropriation”: The At- 
lanta Economic Review, Bureau of Business 
and Economic Research; February, 1959. 


HAWAII, UNIVERSITY OF 

Peters, C. W.; A Report on Selected Mainland 
Markets for Hawaiian Floral Products— 
Part III of a Market Appraisal; Agricul- 
tural Economics Bulletin 17; November, 
1958; free. 

Scott, Frank S. Jr.; An Analysis of Market 
Development for Frozen Passion Fruit 
Juice; Agricultural Economics Bulletin 11; 
June, 1958; free. 

Scott, Frank S, Jr.; Commercial Uses and 
Consumer Preferences for Hawaiian Guava 
Products—A Guide to Market Development; 


Agricultural Economics Bulletin 13; August, 
1958; free. 

Scott, Frank S. Jr.; An Economic Analysis 
of the Market for Frozen Guava Nectar 
Base—Buying Patterns and Potential Sales; 
Agricultural Economics Bulletin 14; August, 
1958; free. 

Scott, Frank S. Jr.; An Economic Analysis 
of Passion Fruit Juice Processing; Agricul- 
tural Economics Bulletin 18; December, 
1958; free. 

ILLINOIS, UNIVERSITY OF 

Andersen, J. R.; Low-Cost Store Front Mod- 
ernization; Bureau of Business Manage- 
ment; May, 1959; $1.00. 

Cole, R. H.; Revolving Credit; Bureau of Busi- 
ness Management, January, 1958; $2.00. 
Converse, Paul D.; The Beginning of Market- 
ing Thought in the United States; Bureau 
of Business Research; 1959; University of 

Texas, $1.50. 

Ferber, Robert; Collecting Financial Data 
by Consumer Survey Techniques: A Case 
Study; Studies in Consumer Savings, No. 
1; Bureau of Economic and Business Re- 
search; 1959; $2.00. 

Ferber, Robert ang Wales, Hugh G.; The 
Effectiveness of Pharmaceutical Promotion; 
Bureau of Economic and Business Research; 
1958; $2.00 

Hill, Richard M.; Improving the Competitive 
Position of the Independent Wholesaler; Bu- 
reau of Business Management; 1958; $1.25. 

Hill, Richard M.; Setting Sales Objectives for 
Small Business; Bureau of Business Man- 
agement; May, 1959; $1.25. 

Mitchell, Robert V. (Editor) ; Changing Struc- 
ture and Strategy in Marketing; Bureau of 
Economic and Business Research; 1958; 
$1.50. 

Phillips, J. D.; Little Business in the Ameri- 
can Economy; University of Illinois Press; 
1958; $3.50. 

Tonning, W. A.; Practical Sales Management; 
Bureau of Business Management; July, 
1958; $1.00. 

Savings Goals and Attitudes; Interim Report 
1; Bureau of Economic and Business Re- 
search; January, 1959; free. 

IOWA STATE UNIVERSITY 

Kolmer, Lee; “Marketing Adjustment and Ex- 
tension Education”; Journal of Farm Eco- 
nomics, Vol. XXXIX; 1957. 

Kolmer, Lee; Programs for Expanding Domes- 
tic Demand for Farm Products; Special 
Report 21—Iowa State University; 1957. 

Phillips, R.; “Agribusiness: Its Implications 
for Agricultural Economists”; Association 
of Southern Agricultural Workers; 1958. 

KANSAS STATE UNIVERSITY 

Manuel, Milton L.; Cooperative Mergers and 
Research Needs; Journal of Farm Eco- 
nomics, Proceedings issue, Vol. XL, No. 5; 
December, 1958. 
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Schnittker, John A. and Ruggles, Wm. Lee; 
Advertising and Promotion of Wheat and 
Other Foods; Agricultural Experimental 
Station Circular 353; February, 1958. 


LUTHER COLLEGE 

Brudos, Alan; Off-Campus Student Expendi- 
ture—Their Impact on a College Town; 
May, 1958; available from Erling Naeseth, 
Luther College; free. 


MICHIGAN, UNIVERSITY OF 

Gault, Edgar H.; Departmental Merchandising 
Results in Small Department Stores, 1956- 
1958; Bureau of Business Research. 


MINNESOTA, UNIVERSITY OF 

Lewis, Edwin H.; “Distributing Electrical 
Products in a Dynamic Economy”; Electri- 
cal Wholesaling, June, 1958. 

Wetmore, J. H., Abel, M. E., Learn, E. W. 
and Cochrane, W. W.; Policies for Expand- 
ing the Demand for Farm Food Products; 
Agricultural Experiment Station Technical 
Bulletin 231; 1959. 


NORTH CAROLINA STATE COLLEGE 

Branan, N. C. and Toussaint, W. D.; North 
Carolina Lettuce Marketing Practices—An 
Economic Analysis; Dept. of Agricultural 
Economy; February, 1958; free. 

Seagraves, J. A. and Bishop, C. E.; “Impacts 
of Vertical Integration on Output Price and 
Industry Structure”; Journal of Farm Eco- 
nomics; December, 1958. 

Turner, W. L., Pugh, C. R. and Allgood, J. G.; 
“Changing Market Supply by Restricting 
Inputs”; Increasing Understanding of Pub- 
lic Problems and Policies; 1958. 


OHIO STATE UNIVERSITY 

McCormick, Anita; Food Purchasing Habits in 
Selected Rest, Convalescent and Boarding 
Homes in Ohio; A.E, 291; Department of 
Agricultural Economics & Rural Sociology; 
1958; free. 

Mitchell, G. H.; Consumer Preference Toward 
Various Milk Containers in Eight Ohio 
Cities; A.E. 289; Department of Agricul- 
tural Economics & Rural Sociology; 1958; 
free. 

Mitchell, G. H. and Quigley, K.; Christmas 
Tree Purchasing Habits of Greater Colum- 
bus, Ohio Consumers, 1956; A.E. 287; De- 
partment of Agricultural Economics & Rural 
Sociology; 1958; free. 

Smith, M. G., Bowen, C. C., Clayton, P. C., 
Dougan, R. S., Henning, G. F., Sitterley, 
J. H., Baumer, E. F. and Cravens, M. E.; 
Vertical Integration in Ohio; A.E. 290; De- 
partment of Agricultural Economics and 
Rural Sociology; 1958; free. 

Proceedings of Grain, Feed and Farm Supply 
Marketing Conference on Vertical Integra- 
tion and Contract Feeding; A.E. 301; De- 
partment of Agricultural Economics and 
Rural Sociology; 1958; free. 
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PENNSYLVANIA, UNIVERSITY OF 

Burley, O. E.; Sales Costs and Profits of Serv- 
ice Wholesale Druggists, 1956, 1957; Na- 
tional. Association of Wholesale Druggists, 
New York; free to members. 

Cox, R. et al.; Financing New Car Purchases: 
A National Survey for 1954-55; Federal Re- 
serve Report on Consumer Credit; 1957; 


Board of Governors of the Federal Reserve 
System, Washington. 

Fisk, G.; “Leisure Market: Its Advertising 
Opportunities”; Printers’ Ink, Vol. 259, No. 
11 


Kelley, W. T.; “How Buyers Shop for a New 
Home”; Appraisal Journal, Vol. 25, No. 2; 
1957. 

Walters, J. Hart Jr., (with Rao, D. M.); Fer- 
tilizer Distribution in India: A Preliminary 
Report; Hyderabad, India; 1957. 


PURDUE UNIVERSITY 

Farris, P. P.; “From Farming to Agribusi- 
ness”; Economic and Marketing Informa- 
tion; April, 1958. 

Kohls, R. L.; “Can We Advertise Our Prob- 
lems Away?” Economic and Marketing In- 
formation, February, 1958. 

Kohls, R. L. and Stucky, R. L.; “What Are 
Farmers’ Motives for Buying?”; Implement 
and Tractor; September 20, 1958, 

Kohls, R. L.; “Which Brings Them In: The 
Dealer, The Brand or The Price?”; Imple- 
ment and Tractor; December 27, 1959. 

Kohls, R. L.; “Decision-Making in Integrated 
Production and Marketing Systems”; Jour- 
nal of Farm Economics, December, 1958. 

Snodgrass, M. M., and French, C. E.; Linear 
Programming Approach to Interregional 
Competition in Dairying; AES Bul. 637, 
1958. 


SEATTLE UNIVERSITY 

Ramey, Wilbur J.; A Method of Measuring 
Effectiveness of Marketing Communications ; 
June, 1959. 


SOUTH DAKOTA, 

STATE UNIVERSITY OF 

Cleveland, G. L.; County Basic Data for South 
Dakota; September, 1958; Business Re- 
search Bureau; free. 

Grathwohl, H. L.; Trading Stamps: Theory - 
and Practice; November, 1958; Business Re- 
search Bureau; free. (No more copies are 
available.) 

Montgomery, V. E. and Volk, A. A.; Income 
in South Dakota; November, 1958; Business 
Research Bureau; free. 

VanDoren, C. S.; South Dakota Interstate Rail 
Shipments: A Comparison with Nebraska 
and North Dakota; February, 1959; Busi- 
ness Research Bureau; free. 

VanDoren, C. S.; The Motel Industry in South 
Dakota; June, 1959; Business Research Bu- 
reau; free. 
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MARKETING ARTICLES IN REVIEW 


SOUTHERN CALIFORNIA, 
UNIVERSITY OF 

Dockson, Robert R.; Growth Pattern: The 
Dynamic Los Angeles Metropolitan Area 
} Study No. 1) ; January, 1959; Union Bank; 
ree. 

Dockson, Robert R.; The Insurance Industry 
in the California Market (Study No. 2); 
May, 1959; Union Bank; free. 

Lane, Sylvia (Mrs. Benjamin) ; “A Report on 
Selected Agencies Which Evaluate Con- 
sumer Goods Qualitatively in the United 
States”; Good Housekeeping; November, 
1957. 

Lockley, Lawrence L.; Operations Research; 
— Industrial Conference Board; 1957; 

1.50. 

TEXAS CHRISTIAN UNIVERSITY 

Leifeste, Sam; Growth of Fort Worth Retail 
Trade Territory; Bureau of Business Re- 
search; May, 1959; one copy free. 


UTAH, UNIVERSITY OF 

Matthews, Milton P.; A Study of Operating 
Costs and Profits of Utah Drug Stores; 
April, 1959; Bureau of Economic and Busi- 
ness Research; free. 

Characteristics of Utah’s Tourists, Reports of 
a Pilot Study; May, 1958; Bureau of Eco- 
nomic and Business Research; free. 

Population Estimates for Utah Counties, 1959; 
April, 1959; Bureau Economic and Business 
Research; free. 

Utah Tourists, Who, Where & Why; May, 
1958; Bureau of Economic and Business 
Research; free. 


WASHINGTON STATE UNIVERSITY 

Gifford, Jenn, Brough, Jr., and Owen, L.; 
Selling Meat; Agricultural Experimental 
Station; December, 1958; free. 

Gunn, T. I.; Consumer Acceptance of Fryers; 
Agricultural Experimental Station; August, 
1958; free. 

Pauls, D. and Waananen, M. V.; Maintaining 
Dairy Sales on Retail Routes; Agricultural 
Experimental Station; April, 1958; free. 

Syckle, C. Van, and Brough, Jr., O.; Customer 
Acceptance of Fat Characteristics of Beef; 
Agricultural Experimental Station; July, 
1958; free. 

Waananen, M. V.; Methods Used by Wash- 
ington Milk Handlers to Increase Dairy 
Product Sales; Agricultural Experimental 
Station; May, 1958; free. 

Waananen, M. V., Gislason, C., and Darroch, 
G.; Consumer Purchases of Eggs Under 
Selected Pricing Practices, Spokane, Wash- 
tmgton; Agricultural Experimental Station; 
August, 1958; free. 

WASHINGTON UNIVERSITY 

Emory, William and Wolf, Jack; “Annual 
Survey of Operating Results, 1958”; Foot- 
wear News; July 1, 1959; Fairchild Publi- 

cations. 


WASHINGTON, UNIVERSITY OF 

Etcheson, W. W.; National Distribution Pat- 
terns and Problems of Pacific Northwest 
Manufacturers; Bureau of Business Re- 
search; $2.50. 


WESTERN ONTARIO, UNIVERSITY OF 

Thain, D. H., Johnston, C. B. and Leighton, 
D. S. R.; The Industrial Purchasing—Sell- 
ing Process; Business Newspapers Associa- 
tion of Canada and Toronto, Hamilton and 
Montreal Chapters of National Industrial 
Advertisers Association, 


WISCONSIN, UNIVERSITY OF 

Wood, Inveiss, and Roberts; The Economic 
Significance of the St. Lawrence Seaway to 
Wisconsin; Bureau of Business Research & 
Service; 1959; $1.15. 


WYOMING, UNIVERSITY OF 

Harmston, Floyd K. and Smith, Richard D.; 
A Study of the Resources, People and Econ- 
omy of Central Wyoming; Division of Busi- 
ness and Economic Research; 1959; free. 


16. MERCHANDISING 


How to Build More Profits Into Your Special 
Display Program. George E. Kline, Pro- 
gressive Grocer, January, 1960, pp. 48-72. 
[J.s.W.] 


For an eight-week period during the second 
quarter of 1959, a thorough study of special 
display activities was made in five super- 
markets operated by J. S. Dillon and Sons 
Stores Co., a chain doing business in Kansas 
and Colorado. The stores participating in the 
study had an average weekly sales volume of 
$33,000. During the survey the sales of 360 
items involved in 734 display exposures were 
tabulated and analyzed. The principal finding 
was that “ an average grocery item on special 
display sells 652% better than from normal 
shelf position.” The importance of display in 
food retailing is clearly revealed. The report 
continues Progressive Grocer’s tradition of 
sponsoring imaginative research in the food 
retailing field. There are many interesting 
findings reported in this article, and it con- 
tains a number of excellent photographs of 
successful displays. 


The Economics of Tie-In Sales. M, L. Burstein, 
Review of Economics and Statistics, Feb- 
ruary, 1960, pp. 68-73. [G.F.] 


What makes an ideal tie-in commodity and 
what price effect will it have on the monopoly 
product? On the assumption that tying monop- 
oly product and tied goods are independent 
in demand in the sense that their cross 
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elasticities are zero, Burstein traces implica- 
tions of considering the utility position of a 
consumer who accepts a monopolized product 
under a tying arrangement. 

If the consumer who accepts the tie-in does 
not reduce his purchases of the monopolized 
good if that price of the tied-in product is 
raised, the consumer surplus associated with 
the monopoly product may in part be drained 
by manipulation of the prices of the tie-in 
goods. In addition to a number of intriguing 
implications associated with the consumer’s 
utility function, the article illustrates other 
aspects of the ideal tied good: metering of 
demand to achieve an approximation to a 
multi-part tariff low elasticity of substitution, 
low demand elasticity, low cost relative to 
the price of the monopoly product and inten- 
sive use of the monopoly product associated 
with increase in demand for the complimen- 
tary tie-in. 

If price administrators were as clever as 
the theorists who undertake to explain the 
pure theory of tying arrangements, the price 


discrimination violations of the Clayton Act 


would clog the courts and paralyze the inves- 
tigating arm of the Federal Trade Commission. 


New Products: Their Purpose, Pattern and 
Profits for 1960. Printers’ Ink, January 5, 
1960, p. 23. [J.E.M.] 


The staff of Printers’ Ink follows up 106 
consumer products announced in the maga- 
zine’s new products department. The basic 
motivation for new product planning is a 
company’s desire for growth beyond what is 
possible with the existing product line. Of 
importance is the fact that the striving for 
convenience will continue as a dominant force 
in product development. And packaging re- 
mains the most significant medium accom- 
plishing this end. 


Franchising Systems: What? Why? How? 
David J. Schwartz, The Atlanta Economic 
Review, October, 1959, pp. 3-6. [B.c.] 


The major growth in the business practice 
of franchising has occurred since the end of 
World War II and is currently used widely. 
The generalized pattern includes the fran- 
chisor who may be a corporate chain such as 
Howard Johnson’s or Western Auto, and the 
franchisee who is usually an independent 
businessman supplying all or a substantial 
part of the capital required in establishing 
the franchised outlet. The franchisor’s activ- 
ities are largely contained in the establish- 
ment of “brand recognition” and in advertis- 
ing in the areas where franchised outlets oper- 
ate to establish recognition. The franchisee 
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operates his store in line with procedures set 


by the franchisor but is an independent other- 
wise. Among management services supplied 
by the franchisor are aid in personnel manage- 
ment, advertising, selling, sales promotion 
accounting, credit management, outlet loca- 
tion, and community relations. 


Progress of a Private Brand. Modern Packag- 
ing, February, 1960, pp. 92-95. [J.E.M.] 


The label redesign program for a larger 
eastern supermarket chain is discussed in de- 
tail. Some 600 retail packages will eventually 
be redesigned, Four brands are united into a 
memorable, appealing family of strong brand- 
marks and appetizing product pictorials. The 
solutions illustrated are of interest to food 
marketers as well as manufacturers. 


The Multipack. Modern Packaging, February, 
1960, pp. 102, 103. [J.E.M.] 


Marketers will find this brief history of the 
multi-pack useful. The idea was originated by 
Harrison Jones, a retired chairman of the 
board of the Coca-Cola company, in 1922. The 
company then marketed Coca-Cola in the 
paperboard six-pack, which was patented in 
1924. By 1927, six-pack sales were 180,000 
cartons per year. Today the multipack con- 
tainer is being used for such diverse products 
as beer, sweet corn, phonograph records, motor 
oil, and toiletries. 


Brands in the Branches. The Economist, De- 
cember 12, 1959, pp. 1089-1090, [w.J.R.] 


The growing importance of chain stores (or 
multiples) to food manufacturers in Great 
Britain has been caused by store interest in 
branded goods and the breakdown of resale 
price maintenance which has reduced store 
incentive to compete with private labels. 

Stock assortments are increasing in chain 
stores partly because consumers (with rising 
incomes) demand it and also because “. . . self- 
service reduces the marginal cost of stocking 
an extra line.” In addition, manufacturers’ 
representatives have become increasingly com- 
petitive (as in the United States) to service 
the floor needs of their accounts. Indeed, 
Hedley and Heinz both offer to “. . . dress the 
shelves for the complete commodity group” 
in which they are interested “. . . in accord- 
ance with independent retail audit research 
figures of retail sales.” 

Interest in cutting distribution costs further 
has focused attention upon more efficient pack- 
aging to improve practices in pricing the 
individual commodity, display, and handling. 


102 
he 
t 
P 
F 
b 
y 
te 
tl 
in 
in 
Th 
is] 
co 
co! 
eit 
ha 
wa 
oT 


MARKETING ARTICLES IN REVIEW 


17. PRICING AND PRICE 
POLICIES 


Discriminatory Pricing as a Barrier to Entry: 
The Spark Plug Litigation. Arthur H. 
Kahn, The Journal of Industrial Eco- 
nomics, October, 1959, pp. 1-12. [s.c.H.] 


In 1947 two major spark plug manufac- 
turers, Champion and Electric Autolite, were 
selling plugs for original equipment use to 
Ford and Chrysler for about one-third of the 
prices charged for replacement plugs. The 
differential was not related to differences in 
cost of doing business. A Robinson-Patman 
Act action against the plug companies was 
dismissed on the grounds that plugs sold for 
the two purposes were not in competition with 
each other and that consequently the price 
discrimination involved no injury to competi- 
tion. The author disagrees, holding that the 
discriminatory price kept the automobile man- 
ufacturers from producing their own plugs, 
a step which would have led them to enter 
the replacement market as well and thereby 
increase competition. 


Price Variations among Automobile Dealers 
in Metropolitan Chicago. Allen F. Jung, 
The Journal of Business, January, 1960, 
pp. 31-42. [8.c.H.] 


An August, 1959, follow-up to the author’s 
February, 1959, study (reported in the Octo- 
ber Journal of Business) indicated (1) that 
prices were not lower at the end of the model 
year than at the beginning; (2) that tele- 
phone shopping was a practicable way of 
gathering price information and conducting 
price bargaining (provided one does not have 
to discuss a trade-in) and (8) that prices in 
the city were not necessarily lower (in fact 
in some cases were higher) than those quoted 
in suburban and rural areas. 


The Measurement of Employment Cost and 
Prices in the Steel Industry. Harleston 
R. Wood, The Review of Economics and 
Statistics, November, 1959, pp. 412-418, 
[S.C.H.] 


The Kefauver Committee reported that steel 
prices (measured by Jron Age’s “Index of Fin- 
ished Steel Prices”) rose more than unit labor 
costs (measured by two BLS series). The 
comparison is strongly criticized here on sev- 
eral grounds. The wage data do not consider 
either fringe benefits for all labor, nor com- 
pensation to salaried employees, both of which 
have risen more rapidly than direct hourly 
wage payments. The price data do not con- 


‘sider changes in product mix (from more 
expensive strip to less expensive sheet), users 
demand for closer tolerances expressed in 
ways that do not result in increased “extras,” 
less of revenue from decreased markets for 
some by-products such as heating gas, and 
changes in freight absorption. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


A Minimum Program for Marketing Research. 
J. Wesley Rosberg, Industrial Marketing, 
January, 1960, pp. 125-129. [J.£.M.] 


According to recent surveys by Industrial 
Marketing and the American Management 
Association, marketing research still has a 
long way to go before it is accepted by 
most companies. The American Management 
survey showed that only one-tenth of one 
per cent of gross sales was the median amount 
allocated for marketing research by industrial 
companies. Each industrial marketer should 
accept the responsibility of expanding the use 
of marketing research in his company. A ten- 
point program for this purpose covering sales 
analysis, potentials, distribution, customer, new 
product, inquiry, ad readership, corporate 
image, and merchandising research is pre- 
sented. Only through careful planning will 
marketing research become an integral part 
of a company’s organization. 


Corporate Image—Fad or The Real McCoy? 
Claude Robinson and Walter Barlon, Pub- 
lic Relations Journal, September, 1959, pp. 
10-13 


The Public Opinion Index, a new conception 
of corporate image measurement is the basis 
for this article. The technique consists of: 
a) having respondents select corporate names 
they know something about. b) getting re- 
spondents to indicate whether they feel favor- 
ably or unfavorably towards the company. 
c) getting respondents to choose from a list 
of statements those that most closely cor- 
respond with his views about the companies. 


Automation of Warranty Cards Provides Fast 
Consumer Profiles. A. K. Nicholson, Sales 
Management, February 19, 1960, pp. 48- 
51. [W.J.R.] 


General Electric’s Automatic Blanket and 
Fan Department has developed an economical 
warranty card system that enables it to find 


> 
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out what is going on at the retail and con- 
sumer levels. 

There is a warranty card (postcard size) 
for each product with the question format 
keyed to the item. Cards are gang edgenotched 
to indicate certain control factors such as 
model number, color, date of manufacture, 
ete. The grooved warranty cards are made up 
on order from production and one is put into 
every carton. 

Customer return rate runs as high as 45 
per cent for a $50 fan, averages 35 per cent. 
Not only can present sales be accurately esti- 
mated from the returns, which are fed through 
a Keysorter and Tickometer, but sample sur- 
veys are made on every tenth card to provide 
a sales picture by locale, color, or other 
factors. 


The Problems Involved in Pre-testing Your 
Ads. N. Bruce Bagger, Industrial Market- 
ing, February, 1960, pp. 66-72. [J.E.M.] 


This article is an excellent survey of the 
results possible from the pre-testing of adver- 
tisements. The discussion of pre-testing meth- 
ods and problems is clear and meaningful. 
According to the author, “. . . when properly 
applied within its legitimate framework, pre- 
testing can serve the function of insuring that 
the money that has been spent finding and 
developing the best possible marketing strategy 
in the first place will not be wasted by ineffec- 
tive execution of copy, layout, artwork, pro- 
duction, or placement.” 


Test Cities: How They Should Be Selected and 
Used. Howard D. Hadley, Media/Scope, 
November, 1959, pp. 76, 77, [J.E.M] 


Because new-product development is becom- 
ing important, market testing has assumed 
greater significance. Dr. Hadley considers in 
detail the selection of test cities and what 
should be done before and after the test. 


How to Develop a Model for Product Evalu- 
ation. Noel Schwartz, Indiana Business 
Review, February, 1960, pp. 7-11. [B.c.] 


The United States Testing Company has 
developed a product evaluation model to de- 
termine whether certain product changes are 
mere tinkerings or demonstrable improve- 
ments. The model has been elaborated for 
testing advertising claims and applied to the 
formulation of product specifications. 

Six basic product criteria were developed: 
(1) safety, (2) durability, (3) efficiency, (4) 
esthetic attributes, (5) economics, and (6) 
special features. Using these attributes as 
guides, a firm may determine the qualities that 
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should be incorporated in a product, after 
ranking them in order of importance for the 
type of product involved. 


How Valid are Media Measures? Darrell B. 
Lucas, Media/Scope, January, 1960, pp. 
40-43. [J.E.M] 


Dr. Lucas suggests six standards to provide 
media buyers with meaningful research. An 
appeal is made for (1) clear definitions of 
objectives, (2) valid methods, (3) proper 
sampling, (4) competent field operations, (5) 
intelligent and exact data processing, and (6) 
frank and full presentations of findings. 


Some Psychological Traits of Media and Mar- 
kets. Jerome Green, Media/Scope, Novem- 
ber, 1959, pp. 68-71. [J.E.M.] 


The author suggests that two new meas- 
ures, venturesomeness and communicativeness, 
be added to media studies. The methods for 
measuring these two characteristics are dis- 
cussed, based upon their use in studies made 
by the Alfred Politz organization. Their use 
in actual research suggests that they “... 
are psychological characteristics which do re- 
late to people’s opinions and buying of ad- 
vertised goods and services. Because these 
characteristics have marketing significance, it 
should be useful to media buyers to describe 
media audiences in terms of these charac- 
teristics.” 


California Asparagus Marketing Study. R. Hal 
Mason, Stanford Research Institute, Proj- 
ect No, I-2793, September, 1959, 253 pp. 
[F-M.] 


Current advertising and promotional efforts 
have stimulated sales, yet trade members have 
no real desire to push asparagus without in- 
dustry aid. While proceeding toward these 
conclusions, the study—commissioned by Cali- 
fornia Asparagus Growers—unearthed exten- 
sive information on methods of promotion, 
merchandising and handling, and on the com- 
petitive position of California asparagus. It 
also provides a model for using interview 
techniques for generating comprehensive mar- 
keting and distribution data. 


Analysis of Scale Data. A. J. Wood, Wood 
Chips, February, 1960, 5 pp. [W.s.P.] 


A previous issue had shown that two brands 
may have the same distribution of responses 
on a semantic differential scale, but might still 
have different images for a particular scale 
concept or item. This issue continues the 


discussion, pointing out that there are pit- 
falls to be avoided. While on the technical 
side, the series is of value for general reading. 
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MARKETING ARTICLES IN REVIEW 


Automobile Facts and Figures, 1959-1960. 
Automobile Manufacturers Association, 
February, 1960, 72 pp. [w.s.P.] 


This annual factbook on the automobile in- 
dustry has just been released. It comprises 
a comprehensive compilation of statistical in- 
formation about the industry, practically in- 
dispensable for the anaiyst in this or related 
fields. Copies are free from the Association, 
New Center Building, Detroit 2, Michigan. 


Revised Industrial Production Index. Federal 
Reserve Bulletin, December, 1959, pp. 
1451-1466. [G.F.] 


The Federal Reserve Board has increased 
the usefulness of its industrial production in- 
dex by adding new statistical series including 
electric and gas utility output, by adjusting 
base period weights from 1947 to 1957, and 
by regrouping the 207 statistical series into 
broad market categories. The FRB index of 
industrial production is now more comparable 
with industrial production indexes of other 
countries, and it can also be used for analyz- 
ing cyclical and growth changes in produc- 
tion and output compared to final sales or 
expenditures grouped into consumer goods, 
equipment, and materials categories. 

A major statistical consequence of the re- 
vision is a rise in the level of the total index. 
About one-third of the upward revision in the 
mid 1959 level reéects broadened coverage 
beyond manufacturing and mining, while the 
remaining two-thirds reflects adjustments as- 
sociated with a shift in base period weights. 

Particularly helpful for analytical purposes 
is the major commodity flows chart which 
shows the relationships between each of the 
207 items from which the market category 
indexes are derived. 


The New Theories of the Consumption Func- 
tion. M. J. Farrell, Economic Journal, De- 
cember, 1959, pp. 678-696. [G.F.] 


Farrell contends that the new theories of 
the consumption function have been prejudiced 
by controversial hypotheses (proportionality 
hypothesis rate of growth hypothesis) and by 
flaws in exposition. Familiar to Americans 
as the Permanent Income hypothesis (Fried- 
man, 1957) the new theory asserts that if the 
individual plans to maximize utility over his 
lifetime, consumption in any one year will 
depend on resources of which he disposes dur- 
ing his entire life and not just on the income 
in that one year. Attacks have centered on 
the proportionality hypothesis which states 
that for any individual the relation between 
normal income and consumption is one of 
proportionality. Farrell maintains that while 
it is of doubtful validity and unnecessary, 


proportionality has been used by the new 
theorists as a working hypothesis. 


Market Measurement in a Free Society. Ralph 
Cassady, Jr., California Management Re- 
view, Winter, 1960, pp. 57-66. [W.J.R.] 


A masterly overview of the various methods 
of obtaining market information preceded by 
an insightful analysis of how deductive inves- 
tigations (seeking answers by the application 
of logic) are valuable in market research. De- 
ductive analysis may: (1) suggest hypothetical 
relationships for inductive testing, (2) provide 
tentative explanations for inductive testing, 
and (3) make possible “ , . . the extrapolation 
of knowledge gained from inductive investiga- 
tions by providing inferential conclusions 
based on fact-founded premises.” 

Most market research activity is inductive 
in that findings are the result of actual em- 
pirical market investigations. Major varia- 
tions in the three basic inductive methods 
(observation, interrogation, and experimental) 
are identified, differentiated, and illustrated. 
Headings include direct observation, indirect 
observation, qualitative investigation, quanti- 
tative investigation, simple interviewing, depth 
interviewing, simple experimentation, and con- 
trolled experimentation. 

The author concludes by noting that the 
different methods are not alternative forms 
of investigation; that researchers must be 
skilled enough to choose the best method in 
each case; and that research findings, while 
helpful tools, are no substitute for intelligent 
executive action. 


Survey Interviewees as Witnesses. Hans Zeisel, 
Public Opinion Quarterly, Winter, 1959-60, 
pp. 471-3. [G.F.] 


Although some court decisions suggest that 
a right of the adversary to call survey inter- 
viewees as witnesses might help to overcome 
the hearsay obstacle by fortifying the reli- 
ability of survey evidence, Zeisel opposes this 
practice on the grounds that cross-examination 
of selected survey interviewees is likely to be 
misleading for a number of reasons elaborated 
in the article. 


Summary: Television Research Services. Tele- 
vision Bureau of Advertising, Inc., Janu- 
ary, 1960, 62 pp. [W.s.P.] 


This is a descriptive summary of the various 
television rating services available, presenting 
their important features and special services 
each offers, as well as what each supplies. A 
monthly schedule for 1960 of local market 
reports planned is given in a separate section, 
as is a glossary of terms to aid the uninitiated 
in understanding TV’s jargon, This is an 
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excellent paper that ought to find wide usage 
among marketing people at all levels concerned 
with the medium. 


19. RETAILING 


A Report on Drive-in Food Markets. Lewis 
Milkovics, Progressive Grocer, January, 
1960, pp. 73-77. [J.s.w.] 


The drive-in market continues to hold con- 
siderable interest for persons engaged in food 
distribution. The success of this new type of 
retail food outlet has been close to phenomenal. 
Nevertheless, little is known about the magni- 
tude of this particular method of operation, 
for data on drive-in markets tend to be swal- 
lowed up by over-all figures for food stores in 
general. Therefore, the nation’s food whole- 
salers were contacted, and it was learned that 
as of August, 1959, there were 2,410 drive-in 
food market units in the United States. Data 
are given respecting their zvographical con- 
centration, annual sales volume, margin on 
sales, products carried in stock, and hours 
opened. The wholesalers were also asked for 
their opinions as to the success of these opera- 
tions. Some of the comments of the wholesalers 
are most interesting. 


1960 Operations Forecast. Lawrence Drake, 
Chain Store Age, Grocery Executives Edi- 
tion, January, 1960, pp. 68-70. [J.s.w.] 


The outlook for the food chains in 1960 is 
bright. The editor of Chain Store Age pre- 
dicts: (1) total sales volume for the group 
will exceed 25 billion dollars; (2) some 2,700 
new stores will be built; (3) there will be a 
greater emphasis on high-margin items; and, 
(4) the net profit margin ratio will be main- 
tained at 1.5 per cent. Detailed comparisons 
with former years are included, and other 
useful data concerning food chain retailing are 
provided. 


M. Leclere Comes to Paris. The Economist, 
December 12, 1959, p. 1084. [F.m.] 


In December, 1959, an unpretentious shop 
was opened in the Parisian suburb of Issy-les- 
Molineux. The store—actually a converted 
garage—has no gadgets, no luxury. Yet eager 
customers have been waiting to get in and lend 
support to this “unfair competition,” as M. 
Poujade promptly called it. Why? Because 
they can buy groceries at one-fifth less than 
any place else in town. For the past decade 
some 50 “Leclerc distribution centers” were 
established in the French provinces. The Issy- 
les-Molineux branch is merely Mr. Leclerc’s 
Parisian premiére. The opening was given 
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tremendous publicity because it coincided with 
an official government attempt to keep the cost 
of living down. The discount house has now 
officially arrived. French retailing will never 
be the same again. 


Competition Casts Shadow on Golden Sixties 
Outlook. Food Topics, February, 1960, pp. 
6-8, 10, 12 [J.s.w.] 


For the thirteenth year Food Topics has 
given its readers a sales estimate for the com- 
ing year. This time the prognostication is also 
for the coming decade. One finding was that, 
while food sales in food stores are not keeping 
up with the increase in civilian population, 
food sales in dining-out establishments in- 
creased more than 5 per cent in 1959 as 
compared with 1958. Other interesting statis- 
ties are given. 


The Creation of a Store Image. Stanley Mar- 
cus, Stores, January, 1960, pp. 17-18, 36. 
[J.S.w.] 


The image concept is all the rage in Ameri- 
can business today. The president of one of 
America’s best known retail stores—Neiman- 
Marcus—gives his views on the importance of 
the image in the department store field. He 
also discusses the process of image-building 
and gives some illustrations from his own 
management experience. “A clear-cut defini- 
tion of store character” is the first step in 
image projection. Thereafter, the process is 
largely one of properly utilizing the devices of 
store projection such as advertising, display, 
publicity, special events, ete. “Style” and co- 
ordination are needed in their employment. 


Why Your Produce Department Will Make a 
Comeback in the 60’s. Glenn Snyder, Pro- 
gressive Grocer, February, 1960, pp. 48- 
59, 188, 140, 144-145. [J.s.w.] 


An extremely comprehensive review of the 
current status of fresh produce retailing in 
the United States is presented in this article. 
This line of merchandise has been declining in 
importance for a number of years; for proof, 
the per capita consumption of fresh fruits and 
vegetables has declined by 21.8 per cent since 
1948. The causes of this decline are outlined 
with the growth in popularity of frozen food 
given top-billing. More importantly, however, 
the writer enumerates the reasons why the 
trend should be reversed during the next dec- 
ade. Better quality, new packaging, improved 
processing, increased branding, more efficient 
production—these are just a few of the favor- 
able factors. The merchandising advantages 
of the produce department are stressed, and 
there are several pages of photographs which 
show the latest in produce merchandising tech- 
niques, 
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What It Takes to Stock A New Drive-In Mar- 
ket. Lewis Milkovics, Progressive Grocer, 
February, 1960, pp. 68-71 [J.s.w.] 


Here is a continuation of the fine coverage 
being given a new food retailing trend by 
Progressive Grocer. The new trend is the in- 
creased interest in the bantam-sized, drive-in 
food market. This article explores the inven- 
tory side of this type of operation. Some of 
the findings are: (1) national brands are al- 
most exclusively stocked; (2) more than 700 
brands are on the shelves with nearly 700 
different sizes stocked; (3) the number of 
different items exceeded 2,500, and 40,000 units 
filled the shelves; (4) opening inventory cost 
$10,500. Tables give the complete stock list 
for the store. 


Meet Kroger’s 1960 Store Manager . . . The 
New Executive in Chain Store Operation. 
Robert W. Mueller, Progressive Grocer, 
March, 1960, pp. 48-58 [J.s.w.] 


This vignette clearly illustrates the career 
opportunities to be found today in food re- 
tailing. The life, activities, rewards, and prob- 
lems of one manager of one store owned by a 
major food chain are minutely described in this 
article. The changing nature of the manager’s 
responsibilities and the reasons therefor are 
given, as well as a short description of Kroger’s 
new decentralization program. Anyone en- 
gaged in vocational guidance of young people 
will find this article very useful. Such a 
person may obtain a new insight into a promis- 
ing field of endeavor from its reading. 


Facts About New Super Markets Opened in 
1959. Progressive Grocer, March, 1960, pp. 
66-69, 130, 132. [J.s.w.] 


New supermarkets are expensive enter- 
prises. In 1959 the typical newly-opened super- 
market cost nearly $250,000 to build, and total 
investment came close to half a million dollars. 
These new stores had a sales volume of $38,000 
a week; however, results were generally be- 
low expectations. Store area averaged 20,000 
square feet, each foot yielding $2.91 in sales. 
The majority of the new stores were located 
in shopping centers. Each store drew patron- 
age from a trade area of 25,000 population. 
Weekly sales per checkstand were $4,600, com- 
ing from individual customer purchases of 
$5.53. Nonfoods brought in 6.7 per cent of 
total sales volume, yet used 10 per cent of the 
total sales area. 


101 Produce Merchandising Ideas To Boost De- 
partment Volume. Glenn Snyder, Pro- 
gressive Grocer, March, 1960, pp. 62-65, 
139. [J.s.w.] 


A descriptive discussion of some methods 
that can be used to increase produce sales. 


Here the technique is that of related-items 
merchandising—or as it is sometimes called— 
cross-merchandising, combination or tie-in 
merchandising. A large number of practical 
suggestions are given for various items, tie- 
ins, and a notation of the uses to which the 
items are to be put by the consumer. 


Food Industry Leaders Survey ‘Golden 60’s’. 
Food Topics, January, 1960, pp. 6-8, 11-12, 
14-18. [J.s.w.] 


Fourteen of the thought leaders in the food 
industry—mainly presidents of large food 
chains—give their views on what the new dec- 
ade will hold for the selling of food. The tone 
is generally optimistic with a great increase in 
sales volume foreseen. Other trends predicted 
are: more emphasis on personal service, higher 
ethical standards, continued concentration on 
food products instead of nonfoods, wider range 
of products, more stress on employee develop- 
ment, and the growth of the smaller store. 
Some of the anticipated problems are over- 
saturation of retail outlets and too aggressive 
competition. It will be interesting to re-read 
these predictions in 1970. 


The Book Department. Stores, December, 1959, 
pp. 25, 27-28, 30-36. [J.s.w.] 


Stores, the monthly publication of the Na- 
tional Retail Merchants Association, is run- 
ning a series of Reports to Management. These 
reports contain rather detailed analyses of the 
problems and opportunities inherent in the 
operation of the various departments found in 
a typical department store. 

In the December, 1959, article of the series 
a frequently neglected department—one selling 
books—is examined closely. The need for more 
and better merchandising of books is pointed 
out, and examples of successful use of mer- 
chandising in this phase of retailing are given. 
Operational problems including product line 
and inventory control are discussed. 


Recent Trends in British Retailing. Sidney 
Pollard and J. D. Hughes, Westminster 
Bank Re~iew (London), August, 1959, pp. 
6-10. [F.M.] 


A comparison of data from the first two 
Censuses of Distribution (1950 and 1957) 
points up some of the significant changes in 
British retailing. Analyzed are: trends in sales 
of major commodity groups, changes in forms 
of organization (independents, department 
stores, chains, and co-operatives), size and 
component parts of gross operating margins 
in relation to price and “service” competition, 
and the rationale behind the growth of volun- 
tary wholesaling co-operatives. All in all, it 
looks as if developments in the British retail- 
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ing institutions are 10 to 20 years behind the 
U.S.A. The gap is decreasing, although we 
are likely to remain ahead for many years to 
come, 


What to Do about the “Cost Squeeze.” Reavis 
Cox, Journal of Retailing, Winter, 1959- 
1960, pp. 169-173. [s.c.H.] 


Retailers complain that they face a “cost 
squeeze, i.e. increases in merchandise acquisi- 
tion costs and store operating expenses dis- 
proportionate to rises in retail prices. This 
squeeze is largely the result of basic social and 
economic changes: the uneven impact of infla- 
tion, the redistribution of the population, the 
reallocation of marketing tasks to suppliers 
and consumers, the changing shares of na- 
tional income going to labor and to landlords 
as contrasted with the share going to manage- 
ment, and the breakup of traditional merchan- 
dise assortments. Perceptive retailers may dis- 
cover opportunities, as well as problems, in 
these shifts, 


Shopping Malls: Can They Save Downtown? 
Printers’ Ink, November 27, 1959, pp. 56- 
58. [J.E.M.] 


In many cities the suburban shopping cen- 
ters are exceeding the downtown areas in retail 
selling space. As a result, merchants in urban 
areas are looking for ways to combat the 
decline of their per capita sales. During the 
past summer considerable attention was given 
the experimental downtown malls, such as the 
one tentatively developed in Toledo, Ohio. The 
mixed reactions of merchants from cities as 
diverse as Covington, Kentucky, and Kalama- 
zoo, Michigan are discussed. Of particular 
importance is the fact that urban merchants 
are aware that something must be done to im- 
prove the retail service and amusement core 
of the city. 


20. SALES MANAGEMENT 
AND SELLING 


Salesmen’s Fringe Benefits. Marvin Hoffman 
and David J. Luck, Marketing and Trans- 
portation Paper No. 6, Bureau of Business 
and Economic Research, Michigan State 
University, 1959, pp. 54. [F.M.] 


Salesmen are the link which connects mass 
production to mass consumption. In this way 
they are one of the prime moving forces of our 
economy. How are these salesmen rewarded 
for performing such an important function? 
The amount of wages or commission pay is 
rather easy to ascertain. This study makes a 
contribution to our knowledge of the extent, 
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scope, cost, and effect of fringe benefits, a long 
neglected field of research. The report is based 
on 664 replies to a mail survey of a sample of 
members of the National Sales Executives, In- 
corporated, which was supplemented by a 
limited salesmen survey in three co-operating 
companies. The questionnaire referred to 25 
most widely spread fringe benefits. 


What the FTC Expects from Sales Manage- 
ment. Sales Management, January 15, 
1960, Part I, pp. 33-37. [W.J.R.] 


In answering 17 questions, Mr. Earl W. 
Kintner, new (since June 59) Chairman of the 
Federal Trade Commission, presents both his 
own views and the official position of the Com- 
mission on such matters as television advertis- 
ing, the proposed Department of Consumers 
(it may not be necessary), labeling laws, man- 
ufacturers’ suggested list prices, and the new 
Robinson-Patman Task Force. Included in 
this potpourri are a summary of the market- 
ing legislation introduced in the first session 
of the 86th Congress and a biography of Mr. 
Kintner. 


Profile of the Typical Sales Executive. Philip 
Salisbury, Sales Management, February 
19, 1960, pp. 33-39, 122-124. [W.J.R.] 


He is about 45, “almost” a vice-president, 
and makes a bit over $22,000 (median) before 
taxes yearly working for a manufacturing com- 
pany with sales volume between 10 and 25 
million. He travels 22 per cent of the time 
and most likely plays golf. This profile was 
gleaned from answers returned (25 per cent) 
on a 16-page questionnaire mailed in July, 
1959 to 3,906 subscribers to Sales Management. 

A wide range of data was assembled and 
organized into (1) “How he lives 24 hours a 
day,” (2) “How sales executives promote their 
products,” and (3) “Your salesmen and how 
you train, equip, and motivate them.” 


What the Expense Account Clampdown Means 
to Sales Executives and What to Do about 
It. Sales Management, February 5, 1960, 
pp. 40-44, [W.J.R.] 


Corporation tax forms for 1960 contain a 
new section in which must be reported expense 
account allowances paid to or on behalf of all 
corporation officers or the 25 highest paid 
officers based on the aggregate of compensa- 
tion plus expense account allowances. 

Flagrant violations, most of them by owners, 
officers, or partners of small, closely-owned 
businesses, have caused the IRS to activate this 
latest drive on expense accounts. 

Sales policies that are considered with re- 
spect to this new requirement include “credit 
cards,” “wives,” “sales meetings,” “yachts, 
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hunting lodges, etc.,” “big expense items,” 
“commission salesmen.” Tips for the sales 
force include discussions on “entertainment,” 
“club dues,” “at-home entertainment,” “credit 
cards,” “wives,” and “records.” 


The Detailman and Preference Behavior. Nor- 
man G. Hawkins, The Southwestern Social 
Science Quarterly (Austin, University of 
Texas Press), December, 1959, pp. 212- 
224 [s.c.H.] 


Review of considerable research conducted by 
Caplow, Hubbard, Ferber, Wales, Standt, The 
Health Information Foundation and others on 
the role of detailmen (pharmaceutical manu- 
facturers’ representatives making missionary 
ealls on physicians) suggests that they are 
likely to play a crucial role in securing wide- 
spread adoption of new drugs. Physicians are 
not likely, in conversation or in direct question- 
ing, to admit the true influence that detailmen 
exert, Suggestions are offered for further re- 
search. 


Information, an Abstracting Monthly Publish- 
ed by AB Information, Skebokvarnsvig 
282, Stockholm, Sweden [F.M.] 


Since 1950 the Swedes have made an out- 
standing effort along the lines of our Market- 
ing Articles in Review. Information—which 
should not be confused with the excellent 
Danish daily newspaper bearing the same 
name—has now some 8,000 subscribers, and a 
total circulation of 10,000. It abstracts im- 
portant business articles from the Swedish as 
well as the foreign press “to give the readers 
the essential contents of the original articles 
and at the same time serve as a guide to those 
who want to study special subjects more 
closely.” The source of every item is mentioned 
very clearly: name and address of publication, 
issue, volume, author, and page numbers. 

Abstracts are classified under the following 
headings: General Management, Personnel, 
Accounting, Office Management, Production 
Management, Research and Development, Pur- 
chasing, Sales Management, Advertising, Pub- 
lie Relations, Packaging, Foreign Investment, 
Education, Credit Management, and Trans- 
port. Each issue also contains tables with 
Swedish economic indexes, a short review of 
the current economic situation, and series on 
prices of major internationally traded com- 
modities. 


What Happens When Sales Managers are 
Freed of Paperwork? Kenneth M. Reiss, 
Sales Management, November 6, 1959, 
pp. 38-40. [W.T.K.] 


The Lamp Division of Westinghouse Elec- 
trie Corporation decided to relieve its eight 


regional sales managers of a major proportion 
of their responsibility for routine paperwork 
in 1956. Selling functions were separated from 
order handling, administrative, and warehous- 
ing duties. These were put under a new official 
in each territory, the operations manager. The 
sales managers were then freed to devote 
their full time to what they knew best, selling. 
Productivity per salesman increased 35 per 
cent and selling costs were reduced by 17 per 
cent as a result. 

The duties left to the sales managers were: 
setting and accomplishing sales quotas; secur- 
ing new primary distribution; increasing mar- 
ket position; developing manpower. Relieved 
of time-consuming detail work, the sales man- 
ager had time to work fully on these areas 
of sales productivity with the results noted 
above. 

The article affords a full explanation of the 
duties of the new middle-management sales 
operations managers. The new organization 
of the regional sales departments is also ex- 
plained with the aid of organization charts. 

This idea of using operations managers to 
free sales managers from routine seems to 
constitute a sound divisiun of labor for those 
organizations having enough paperwork to 
require a substantial proportion of the sales 
manager’s time. 


21. STORAGE AND 
TRANSPORTATION 


Transportation, Part I. Law and Contemporary 
Problems, Autumn 1959, pp. 529-732. 
[S.c.H.] 


This issue centers around two major prob- 
lems: (1) co-operative price making and co- 
ordination of transport media and (2) the 
impact of governmental assistance and regula- 
tion on transportation companies. 

Merrill J. Robers (“The Regulation of 
Transport Price Competition”) reviews the 
law and the economics of governmental rate- 
making and argues for a return to market- 
oriented pricing. Daniel Marx, Jr. (“Group 
or Conference Rate-Making in National Trans- 
portation Policy in the United States”) holds 
that the conference procedure for joint estab- 
lishment of rates is neither necessarily good 
nor necessarily evil, since it merely substitutes 
one form of oligopoly for another. He would, 
however, like to see strict regulation and 
supervision imposed on the conferences. In 
general, E. Robert Seaver and Edward 
Schmeltzer seem to look with more favor, al- 
though with some reservations, on “The Role 
of Conferences and the Dual Rate System in 
Ocean Foreign Trade.” Lee J. Melten (“Trans- 
port Coordination and the Regulatory Philos- 
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ophy”) discusses various possible approaches 
toward coordination of transport media, an 
end which he strongly advocates. Pete T. 
Beardsley argues strongly for retention of 
present “Restrictions against Rail Entry into 
Other Transportation Fields.” Two articles, 
one by Paul L. Howell and another by Nelson 
Lee Smith, discuss the problems of govern- 
ment regulation of rate of return. 

Three articles, by James C. Nelson, David 
J. Mackie and James C. Giddings review the 
discriminatory impacts of governmental as- 
sistance, state and local taxes and the federal 
income tax upon railroads as contrasted with 
other agencies. 


New Light on Transportation Costs. D. R. 
Ladd, The Business Quarterly, Winter, 
1959, pp. 219-222. [s.c.H.] 


A Canadian Royal Commission is now in- 
vestigating freight rates and related matters. 
The author contends that the Commission 
should use a statistical analysis, developed by 
John R. Meyer and others of Harvard, which 
indicates that rail is more economical than 
road for mass freight movements; that pas- 
senger traffic and branch line operations are 
uneconomic, and that rates should be based, 
very largely, upon costs. 


Technological Progress in Transportation on 
the Mississippi River System. Charles E. 
Landon, Journal of Business, January, 
1960, pp. 43-62. [S.c.H.] 


The physical capacity of a transportation 
system and consequently its competitive ability 
are constantly being modified by technological 
improvements. In the case of the Mississippi 
River System these improvements consisted of 
the introduction of steam and later of diesel 
power, separation of power and cargo units, 
substitution of screw propellers for paddle- 
wheels, improved rudder, propeller, hull and 
engine design, use of modern navigational aids, 
improved communications systems on the tug 
and between tug and barges, better cargo 
handling machinery, redesign of barges, new 
towing patterns, better terminal facilities, and 
improved channels, locks and dams. 


22. THEORIES IN 
MARKETING 


Probability and Economic Decision Making. M. 
B. Nicholson, The Manchester School of 
Economic and Social Studies, September, 
1959, pp. 221-240. [s.c.H.] 


The author reviews available models of de- 
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cision making under risk conditions (minimax, 
optimism-pessimism index, minimax regret, 
gambler indifference map, etc.) and finds them 
contradictory. Some of the conflict is due to 
difference in aim, descriptive vs. normative 
models, but much can be ascribed to differences 
in assumptions. Unfortunately we do not have 
the empirical knowledge needed to validate any 
of these models. 


Imperfect Markets Through Lack of Knowl- 
edge. S. A. Ozga, The Quarterly Journal 
of Economics, February, 1960, pp. 29-52. 
[W.J.R.] 

For competition to be perfect, buyers and 
sellers must share perfect knowledge of the 
market among other conditions. The author 
attempts in this formal analysis of markets 
in the conditions of imperfect knowledge to 
show how and why advertising affects sales 
volume. Emphasis is on the informative content 
of advertising rather than the persuasive; the 
analysis is built upon the somewhat question- 
able assumption that advertising’s main func- 
tion or purpose is the transmission of informa- 
tion. 

Though the author concedes that the theory 
advanced “... is not likely to be of much 
help to firms in their practical problems of 
selling,” he suggests that some benefits may 
accrue from seeing how advertising can con- 
tribute to the attainment of a higher equi- 
librium level of knowledge in markets. In ad- 
dition, this analysis provides formal confirma- 
tion of the observation frequently made that 
a noncompetitive firm can establish itself suc- 
cessfully on the fringe of the market of more 
competitive firms through effective adver- 
tising. 


Probing Consumers’ Minds: A Way to Build 
Better Advertising, More Sales. Printers’ 
Ink, January 29, 1960, pp. 31-34. [J.E.M.] 


Learning-research may provide new insights 
into consumers’ behavior. Psychologists clas- 
sify learning into three types: (1) trial and 
error, (2) the association of old responses to 
new stimulus, and (3) insight. Learning, 
from an advertiser’s frame of reference, con- 
sists of the modification of the consumer’s be- 
havior to include consumption of the product. 
Suggestions for applying learning-research to 
advertising are discussed. The conclusion is 
that “learning-research holds great promise 
for advertising because it attemps to relate the 
advertising stimulus with the learning pur- 
chase-response. It offers a cohesive approach 
to the many variables an advertiser must now 
contend with.” 
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INTERDISCIPLINARY CONTRIBUTIONS TO MAR- 
KETING MANAGEMENT, by William Lazer and 
Eugene J. Kelley. (East Lansing, Michigan: Michi- 
gan State University, 1959. Pp. 46. $.50) 


The interdisciplinary approach and team 
effort has become widespread and fashionable 
in academic research and operational fields 
of marketing. Lazer and Kelley recognize that 
there is a “vast body of materials which is 
potentially useful to marketing existing in 
other disciplines” and that “contributions from 
these disciplines may add perspectives to the 
recognized field of marketing by extending 
concepts, improving analytical tools, and in- 
creasing the effectiveness of decision-making 
in marketing.” This monograph attempts to 
survey and analyze the scope, nature, and 
merits of the behavioral sciences’ contributions 
to marketing management. 

The authors demonstrate how concepts from 
psychology, social psychology, sociology, polit- 
ical science, anthropology, demography, geog- 
raphy, and human ecology are related to par- 
ticular problems of marketing administration 
and to what they call the “three marketing 


mixes”—goods and services, communications 
and distribution. We are thus given a quick 
survey of those areas of marketing where the 
potential contributions of the various behav- 
ioral sciences are most applicable. 

In addition, they attempt to evaluate and 
rank the potential contributions of these social 
sciences to eighteen selected basic marketing 
problems. The rankings, as the authors point 
out, are by nature subjective and open to con- 
troversy. For example, political scientists might 
quarrel with the judgment that their potential 
contribution to decision-making and adjust- 
ment to change is of “little significance.” This 
effort is nevertheless useful as a set of thor- 
oughly considered judgments on the subject. 

A valuable bibliography is included in which 
numerous pertinent works are classified under 
four headings: “Nature and Scope of Inter- 
disciplinary Activity of Interest to Marketing 
Management,” “Behavioral Science Contribu- 
tions to Marketing Management,” “The Sys- 
tems Approach to Marketing Management,” 
and “Interdisciplinary Aspects of Marketing 
Measurement.” 
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Pertinent questions related to interdiscipli- 
nary efforts are raised. The marketing man, 
for example, faces the problem of trying to 
integrate and utilize behavioral science con- 
cepts in marketing management and of evalu- 
ating theoretical explorations and research 
results relating to each subject. The authors 
point out that attempts to integrate numerous 
and often conflicting explanations of behav- 
ioral scientists and to translate them into 
practical solutions can become a highly per- 
plexing and often frustrating experience. 

They raise another crucial question also: 
What is the best strategy to be employed in 
the integration of marketing and the behav- 
ioral sciences? Can it best be done by market- 
ing men with a deep knowledge of this field 
and a superficial knowledge of the social sci- 
ences, or can the synthesis be accomplished 
better by specialists from the social sciences 
who know their fields well and something about 
marketing problems? The authors of this 
monograph take the first approach. This choice 
confronts them with a vast task, since if it 
is to be done well, the investigators must know 
not only their own field of marketing but 
eight or more other fields in an era of rapid 
development and great specialization. The 
attempt to encompass so much has undoubtedly 
resulted in missing some important areas of 
contribution and many significant works. Com- 
parison, for example, of the discussion of 
sociological contributions to marketing in this 
monograph with Lazarsfeld’s, “Reflection on 
Business,” (Journal of Sociology, July, 1959) 
and Jonassen’s “Contributions of Sociology to 
Marketing” (JOURNAL OF MARKETING, 
October, 1959) dealing with the same topic 
reveals some important omissions. 

Having written a monograph describing in 
detail the contributions of the socia' sciences 
to marketing, the authors cannot leave the 
marketing man feeding on crumbs from the 
tables of these behavioral sciences. They are 
careful to restore him to a respectable place 
in the hierarchy, and state, “It is likely to 
be marketing men rather than pure behavioral 
scientists who will contribute most to the solu- 
tion of tough marketing problems and the 
development of marketing thought.” Indeed 
they envisage the role of marketing to be a 
much greater one when they describe market- 
ing as ar application discipline which will 
refine techniques and ideas suggested by other 
disciplines, thereby enhancing not only mar- 
keting thought and practice but also adding 
to the total knowledge of human behavior; 
thus making marketing a basic source of con- 
cepts, hypotheses, and methodologies to be 
used by other disciplines in developing a gen- 
eral theory of social behavior. 

This monograph does not treat in depth 
specific contributions from other disciplines 
nor does it show specifically how to translate 
findings of behavioral scientists into practical 
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solutions of marketing problems. It accom- 
plishes its stated purpose which is to point 
to areas where such solutions might be found 
and presents a number of ideas which should 
greatly stimulate further thinking and re- 
search concerning advantages and problems 
of an interdisciplinary approach to marketing. 


CHRISTEN T. JONASSEN 
The Ohio State University 


INDUSTRIAL ORGANIZATION, by Joe S. Bain. (New 
York: am Wiley & Sons, Inc. 1959. Pp. xviii, 643. 
$9.25. 


Business executives concerned about rela- 
tions with governmental regulatory agencies 
should find it profitable to read this scholarly 
book, It discusses the theoretical bases econ- 
omists have laid for the legislation and public 
policies that affect enterprise monopoly and 
competition. Anyone who is unfamiliar with 
such terms as “oligopoly,” “monopsony,” 
“oligopsony,” “atomism,” and “maximum pric- 
ing,” is likely to find comprehension coming 
slowly. However, the book is so well organized 


‘—and the author defines and illustrates each 


concept so precisely—that the careful reader 
should be able to understand the objectives 
of the book before reaching the half way point. 

The book’s title is apt to be misleading to 
executives who are accustomed to thinking 
about the problems of organization structure 
within their businesses. The author explains 
in the preface that he is concerned with “the 
environmental settings within which enter- 
prises operate and in how they behave in 
these settings as producers, sellers, and 
buyers.” In attacking his subject, he deals 
with three major aspects: market structure, 
market conduct, and market performance. 
Thus, even though the book is primarily con- 
cerned with matters of law and politics, it 
may be said to be market oriented. Certainly, 
every marketing executive concerned with 
establishing marketing policies should be 
familiar with the book. 

Business men who have not been exposed 
previously to the thinking of economists about 
business practices are likely to feel their 
hackles rise as they read references to “socially 
satisfactory” performance, “express collusivn,”’ 
“predatory or exclusionary tactics,” and “the 
means of public interference to be employed 
to secure more satisfactory performance.” But 
whether or not one likes the interpretations 
that economists typically give to certain as- 
pects of business behavior, their views never- 
theless have an important influence on legis- 
lation and regulatory practices. In the final 
chapter the author outlines the revisions that 
he thinks should be made in existing regula- 
tory policy. 

To provide a framework for his recom- 
mendations on what should be done to change 
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the Sherman Act, the Clayton Act, and the 
Robinson-Patman Act, the author begins by 
reviewing the economic and political theories 
concerning industrial organization, notably 
price theory and general equilibrium analysis. 
He then presents a classification of markets 
based on three factors: degree of seller con- 
centration, extent of product differentiation, 
and conditions of entry. 

He next discusses the environment of Ameri- 
can industrial organization, pointing out that 
“our culture accepts and approves the pur- 
suit of wealth as a main goal of human 
activity.” He states “the role of government 
in the economic affairs of capitalism is that 
of a referee of individual conflicts and of a 
rule-maker to place certain minimal restraints, 
in the public interest, on the unbridled pur- 
suit of individual gain.” He then discusses 
the physical environment of the American 
economy by regions, the technological environ- 
ment in terms of specific industries, the spend- 
ing patterns which affect industrial organi- 
zation, the attributes of the corporation, and 
its influence on control of industries. 

Against this background, the author moves 
into a discussion of business concentration in 
the economy and in individual markets. He 
reviews the basic statistics that economists 
and legislative bodies have used to establish 
the extent of concentration of control in Amer- 
ican industry, pointing out the weaknesses of 
existing data and their significance in terms 
of specific industries. 

The fifth chapter presents a discussion of 
the factors that determine how big firms will 
become, and how few they will be, and how 
concentrated the control of capacity and out- 
put. This discussion deals with optimal plant 
size, firm size, vertical integration, the desire 
to restrict competition, large-scale sales pro- 
motion, and other considerations that directly 
or indirectly influence the development of 
highly concentrated industries. 

He investigates changes in concentration 
over time as a basis for determining whether 
“we may logically expect a progressive increase 
in concentration in the future.” He concludes 
that American manufacturing concentration 
reached a plateau in 1905 from which it 
since has not departed very much. 

Two other aspects of market structure are 
reported—product differentiation and condi- 
tion of entry—in a chapter of particular in- 
terest to marketing men because this section 
can be helpful in deciding under what circum- 
stances advertising and sales promotion can 
be profitably employed. 

Market conduct is discussed at length under 
four headings: sellers’ conduct in determining 
prices and outputs, sellers’ conduct in deter- 
mining selling costs and products, predatory 
and exclusionary tactics of sellers, and the 
market conduct of buyers. Anyone interested 


in pricing policy problems will find interesting 
the author’s observations in this controversial 
area. For instance, “sellers observed do not 
seem to follow price-calculating procedures of 
the sort attributed to profit-maximizing sellers 
in textbooks on economic theory—they most 
frequently appear instead to calculate what 
price to charge by simply adding some cer- 
tain profit margin to their average costs of 
production—actual profit margins vary widely 
among industries and the margin added is at 
least very frequently flexible and responsive 
to changing market conditions.” 


Having thus set the stage, the author pro- 
ceeds to evaluate market performance from 
four viewpoints: productive efficiency, price- 
cost margins and profit rates, size of selling 
costs, and a group of miscellaneous considera- 
tions, such as technological progressiveness, 
product performance, conservation perform- 
ance, and price flexibility. In his opinion, 
“chronic excess profits are at least prima facie 
suspect of resulting from simple monopolistic 
restriction, and if so are undesirable.” 


Taking issue with the commonly held view 
that production and distribution costs are sep- 
arate, Bain proposes that selling activities and 
costs be distinguished from production and 
physical distribution costs. He suggests that 
selling costs be divided into two parts: in- 
formational and persuasive, Thus he lays the 
groundwork for the view that “selling activity 
and cost with a persuasive orientation are not 
similarly justified from the standpoint of 
aggregate economic welfare, since they reflect, 
in large part at least, a diversion to sales 
promotion of product resources which could 
otherwise be devoted to producing and dis- 
tributing a larger volume of useful goods and 
services.” 

He explores also the relation of market 
structure to market performance. To say the 
least, the conclusions he presents are highly 
controversial, but they serve to suggest the 
climate in which many business men find them- 
selves in dealing with governmental regulatory 
agencies. 

From this point, he turns to a discussion of 
public policy toward business competition and 
monopoly, making the point that market per- 
formance can be influenced through control 
of market structures, through control of mar- 
ket conduct, or by direct measures to reallo- 
cate resources. Two chapters review existing 
regulatory policies with respect to the pres- 
ervation of competition, the prevention of 
monopoly, and the imposition of direct regula- 
tions. Any one unsophisticated in the history 
of regulatory controls will find in these two 
chapters a concise and illuminating introduc- 
tion to the subject, for the author comments 
directly on legislation affecting labor and 
agriculture and mining and public utilities, as 
well as manufacturing and distribution. 
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To sum up, this book is well worth reading 
because it throws new light on a controversial 
area which is daily becoming more and more 
important to industry. 


CHARLES W. SMITH 
National Biscuit Company 


ADVERTISING PRINCIPLES AND PROBLEMS, by 
Charles J. Dirksen and Arthur Kroeger. (Homewood, 
Ill: Richard D. Irwin, Inc., 1960. Pp xiii, 541. $7.25.) 


Only a small portion of the students enrolled 
in a collegiate advertising course for beginners 
will make advertising a vocation. Considerable 
lip service is therefore given to the need for 
broadening the course to emphasize the place 
of advertising in market management and for 
reducing the descriptive detail concerning the 
mechanics and techniques of advertising. De- 
spite this lip service, most beginning courses in 
advertising are still taught with a factual, 
“how to,” approach. A number of reasons may 
account for the reluctance to change. One rea- 
son, of course, is the force of habit and tradi- 


tion which resists any change. Another signifi- © 


cant factor is that the course is often taught 
in the School of Journalism, or in close co-op- 
eration with the School of Journalism, where 
the “trade school” or professional bias is 
strong. The course is also widely taught in 
evening and extension classes, where it is diffi- 
cult or even impossible to enforce the neces- 
sary economics and marketing prerequisites. 
And far from least, students uniformly mani- 
fest a keen interest in the technical details 
of advertising which is difficult to resist. 

Professors Dirksen and Kroeger have writ- 
ten a book which combines thoroughly ortho- 
dox text material with cases which, for the 
most part, are intended to sharpen the stu- 
dents’ understanding of advertising as a mar- 
keting tool. The result appears to effect a 
useful compromise which will permit the 
teacher to depart as little or as much as he 
chooses from the traditional course. 

The text material, while in no way original, 
is well presented. In order to prevent the vol- 
ume, including cases, from becoming unwieldy 
the authors were obliged to pare away all 
unnecessary detail and to write with rigorous 
economy. The result deserves high praise. It 
is concise without sacrifice of smoothness or 
clarity. The paring away may have been car- 
ried too far. Some of the cases involve retail 
firms, but there is no discussion of the pecul- 
iar problems of retail advertising. Neither 
horizontal nor vertical co-operative advertising 
is considered, and only about one page is de- 
voted to the complex concept of the corporate 
image. A number of less important items 
might have been given brief mention. For ex- 
ample, there is no mention of either certifica- 
vion marks or service marks in the section on 
identification. In view of the tremendous im- 
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portance of media in an advertising budget, the 
forty pages devoted to media and media evo- 
lution seem seriously inadequate. It is unfor- 
tunate, also, that the chapters on media lack 
some of the taut clarity and precise organiza- 
tion which characterize the rest of the book. 

It is difficult to evaluate the suitability of 
the cases without an opportunity to try them 
in a teaching situation, but presumably the 
authors have tested them in the classroom. 
Most of the cases are relatively short; only 
a few are over two pages long and some are 
even shorter. Most teachers of undergraduates 
will welcome this because so much of the avail- 
able case material is long and complex and 
full of irrelevancies. 

The book is suitable as a text only in a course 
for which a course in marketing principles is 
a prerequisite. The authors’ aim of providing 
an understanding of “how advertising may be 
used effectively in the marketing mix” could 
not be achieved unless the students brought 
a fair knowledge of marketing to their study 
of the cases. 

If the tendency toward a market manage- 
ment approach in elementary advertising 
courses continues, future editions of this book 
may place more emphasis in the text on man- 
agement decision making, as well as in the 
cases. The present book is wisely planned to 
go about as far in that direction as its market 
is prepared to accept. 


KARL H. KRAUSKOPF 
Ohio University 


SALESMANSHIP: MODERN VIEWPOINTS ON PER- 
SONAL COMMUNICATION, edited by Steven J. 
Shaw and Joseph W. Thompson. (New York: Henry 
Holt & Co., 1960. Pp. vii, 419. $4.25.) 


’ Professors Shaw and Thompson have well 
accomplished their task of providing a text 
of readings to demonstrate the most recent 
developments in the training of salesmen. They 
have selected articles which present an inter- 
disciplinary approach to the teaching of 
salesmanship. The areas of psychology, soci- 
ology, and anthropology have been intergrated 
to add depth and insight into the role of sales- 
manship in our marketing structure. 

Two important objectives for a collection 
of readings have been realized in this book. 
First, the articles were drawn from a wide 
range of notable sources including Advertis- 
ing Age, Sales Management, The American 
Salesman, The Journal of Marketing, Printers’ 
Ink, Harvard Business Review, Fortune Maga- 
zine, The Personnel Journal, Grey Matter, 
Dun’s Review, Modern Industry, Industrial 
Marketing, and Specialty Salesman, among 
others. Secondly, the authors have a diver- 
sified background. Prominent university pro- 
fessors, businessmen, and authorities from re- 
search organizations have contributed to this 
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volume. Among the authors are: James E. 
Bender, Harold C. Cash, W. J. E. Crissey, 
Ernest Dichter, Dwight L. Gentry, David J. 
Schwartz, Walter H. Simson, and William J. 
Tobin. Most of the articles were published 
after 1956 and, therefore, express recent and 
timely viewpoints. 

The editors state in the preface that, “This 
group of reading is designed for the college 
student and the marketing practitioner. It 
can be used either as a supplement to standard 
textbooks on selling, or as the basic readings 
in conjunction with the case method of instruc- 
tion.” The volume is organized in three major 
parts, each having a distinct function. 

Part I is entitled “The Behavioral Sciences 
in Selling” and is sub-divided into three sec- 
tions: Psychology of Communicating with 
Prospects, Social-Class Position of Prospects, 
and the Nature of Prospects’ Motivations. The 
collection of readings on communications deals 
with psychological concepts in wants-satisfac- 
tion selling, depth selling, feed-back, the dy- 
namics of personality, and word connotations. 
The series of readings on social class is high- 
lighted by a brilliant paper by Pierre Martin- 
eau from the JOURNAL OF MARKETING 
on “Social Classes and Spending Behavior,” 
and a selection from The Status Seekers by 
Vance Packard. The readings on motivations 
present stimulating articles on status striving, 
unconscious drives, self-image, and the interac- 
tions of the woman buyer and of the older 
prospect. 

Part II pertains to the Nature of Selling 
and is subdivided into four sections: Views on 
Selling, Industrial Selling, Creative Selling, 
and Detail and Direct Selling. The role of 
salesmanship in our complex marketing struc- 
ture is presented in this section. Most of the 
readings here would be of significance to a 
training director or college recruiter. The 
student would do well to familiarize himself 
with the various types of selling. However, 
this section does not contain the depth and 
penetrating insights that are observed in the 
first part of the text. 

Part III deals with the Techniques of Sell- 
ing. Such topics as securing leads, satisfying 
needs, buying motives, selling approaches, the 
problems of competition, overcoming objections, 
and the selling close, add dimension and prob- 
ing insights into selling techniques. The role 
of the creative salesman is developed and well 
emphasized. 

It is always difficult to organize and unify 
a collection of readings. However, there is a 
definite structure to the organization of this 
text and it can be used effectively by teachers 
and sales training business departments. Most 
of the articles would add substance and greatly 
enrich a course in salesmanship. 


RONALD D, MICHMAN 
Bronz Community College 
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THE STORY OF GEORGE ROMNEY, by Tom 
Mahoney. (New York: Harper & Brothers, 1960. 
Pp. ix, 275. $4.00.) 


If the poignant pathos of Death of a Sales- 
man left you remaining salesmen in a melan- 
choly mood, here is a pep-up pill to revitalize 
you and get you back on the road or the beam 
or wherever it is that you’re going. 

You will correctly surmise that The Story 
of George Romney with its subtitle of Builder, 
Salesman, Crusader is about the one and the 
same 52-year-old George Wilcken Romney— 
Chairman, President, and General Manager 
of American Motors, whose compact car, the 
Rambler, has had a meteoric and refreshing 
rise to stardom in the automotive skies. 

At the risk of belaboring metaphors, one 
finds in Romney and the Rambler two inspir- 
ing examples of the adage “hitch your wagon 
to a star.” The star in both cases is an idea. 
In the case of the Rambler it is the long 
smoldering idea of a place for the compact 
car in a society developing a fetish for bigger, 
faster and longer cars, the “dinosaurs of the 
driveways” as Romney called them in his plays 
to promote his product. This idea, of course, 
is material, becomes commonplace, and will 
be engulfed by time. In the case of Romney it 
it clearly, admirably, and wonderfully the idea 
of his religion in which he, as a Mormon and 
a member of the Church of Latter Day Saints, 
obviously has implicit faith and which he 
practices in his daily life. This idea of course 
is spiritual, encompasses time, and is eternal. 

George Romney was born in Mexico where 
his grandfather, a successful contractor and 
builder in Arizona, joined other church people 
in seeking asylum following the outlawing of 
polygamy by Congress in 1885. Some 26 years 
later, political and revolutionary upheavals 
threatening their families and property led 
to an exodus from Mexico that found the 
Romney clan finally located in Idaho by way 
of stops in Texas and California. 

At a young age George and his brothers 
helped their father in his work as carpenter 
and builder, a vocation the elder Romney pur- 
sued with success from the early beginnings. 
From valedictorian of his grammar school 
class, through his two years of missionary 
work in England and Scotland, to his job of 
stenographer with Senator Walsh from Massa- 
chusetts (he had been drawn to Washington, 
D. C., by the residence there of his high school 
sweetheart, who was a promising young ac- 
tress), to his work with the Aluminum Com- 
pany of America, then the Automobile Manu- 
facturers Association, then—but I’d better 
leave some of the reading to you. 

The over-all way in which George Romney 
started his career with American Motors, his 
driving principle of voluntary co-operation, 
the approach taken to collective bargaining, 
his civic affairs participation in helping De- 
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troit schools and the current “Citizens for 
Michigan”—constitute an interesting study for 
those observing and participating in the man- 
agerial development of American industry. 

This is not the kind of book that will give 
you Romney’s techniques in anything like “Six 
Sure Ways to Success.” In it only ideas and 
values unfold before you. All who know George 
Romney testify to his ability to get others to 
accomplish big things, which is sparked not 
by any special techniques but by his personal 
magnetism, quiet persistence, and inward 
drive. Indeed, this book may suggest that a 
study of the contribution of Mormons to the 
management of government and industry 
might produce some highly significant findings. 

Author Tom Mahoney, a prolific writer on 
science, modern industry, and industrial man- 
agement, puts his story together in an appetiz- 
ing way. As evidenced by his facts and the 
notes at the end of the book, he has done 
extensive preparatory research. He faced a 
difficult task in trying to mention all the 
prominent men Romney had worked with or 
come in contact with, and occasionally one 
bumps into paragraphs composed of a list 
reading like a “Who’s Who.” More interested 
in the subject and the story, this technique 
may irritate the reader as a bit too “name 
dropping.” 

George Romney’s story is unfinished. There 
are many more chapters to be written. But 
the ones he has lived are interesting, and 
inspiring, and worth reading. 


J. P. JONES 
The Standard Oil Co. (Ohio) 


THE TOBE LECTURES IN RETAIL DISTRIBUTION 
(Third Series) at Harvard Business School. (Boston: 
Harvard University, Graduate School of Business 
Administration, 1959. Pp. vii, 145, $3.00.) 


The third in a series of annual Tobé Lec- 
tures again brings to the reader the thinking 
of some of the outstanding people in the field 
of retail merchandising. There is lacking in 
this series the pointed, unifying theme found 
in the earlier publications. All the lectures, 
however, are by representatives of large-scale 
operations and, in general, deal with the mer- 
chandising changes and problems of such or- 
ganizations. 

Dr. Herman C. Nolen, President of McKes- 
son and Robbins, Inc., pictures the economic 
changes that have affected the distribution 
policies of wholesalers and retailers within 
the past few decades. Having laid the ground- 
work, he proceeds to show how these middle- 
men have met and are meeting the challenge 
to provide more efficient service. Reflecting 
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down” his discussion with many specific ex- 
amples which should be of special interest to 
instructors in retailing courses. 

The story of American Motors Corporation 
is ably told by its President, Mr. George 
Romney. The success of this fledgling company 
—the result of a merger of Hudson and Nash- 
Kelvinator—is attributed to the ability of its 
officers to foresee a changing attitude on the 
part of the public toward automobiles and to 
the adoption of a forward-looking merchandis- 
ing policy. In line with the purpose of the 
Tobé Lectures, Mr. Romney dwells at length 
and in a very instructive way upon the latter. 

The dynamic character of retailing is em- 
phasized by Mr. Sidney R. Rabb, Board Chair- 
man and General Manager of Stop and Shop, 
Inc., in his discussion of the transition from 
earlier chain store retailing to the supermarket 
type of operation and in the continuing prob- 
lems which beset the latter. Considerable space 
is devoted to the problems emanating from 
the expansion of supermarkets into the non- 
food lines. These problems range from the 


extent to which such products should be added 


to the matter of proper display areas. 

Mr. Edward Gudeman, Vice President in 
Charge of Merchandising for Sears, Roebuck 
and Company, describes the merchandising 
and buying organization of the Company. The 
relationship between the “parent” organization 
and the territorial cffices and individual stores 
is clearly defined. Also, the Company negotia- 
tions with manufacturer suppliers is discussed. 

In a country where fashion is such a pervad- 
ing influence in most merchandising, the re- 
marks of Mr. Stanley Marcus, President of 
Neiman-Marcus Company, are most pertinent. 
Mr. Marcus defines fashion, gives a short his- 
tory of fashion development, and expounds 
upon the many problems which the retailer 
encounters in merchandising goods of this 
type. 

“Is Bigness Bad?” asks Mr. George L. 
Cobb, President of S. H. Kress Company. He 
then discusses the advantages and disadvan- 
tages of large scale and small scale retailing. 
His analysis leads him to the conclusion that 
bigness can be dangerous only when it leads 
to a monopolistic position. On the other hand, 
using the expansion and operational devices 
of his own company as examples, he points 
out that the promotion of an ever-higher stand- 
ard of living for a constantly exploding popu- 
lation will require even larger and more effi- 
cient channels of distribution than we have 
today. 

No student of retailing can afford to ignore 
the thinking of those who are out on the 
“firing line.” The Tobé Lectures give us an 
opportunity to share their ideas. 


AREND E. BOER 


his academic background, Dr. Nolen “ties University of Pittsburgh 
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RAILROAD TRANSPORTATION AND PUBLIC POL- 
ICY, by James C. Nelson. (Washington, D.C.: The 
Brookings Institution, 1959. Pp. xiii, 512. $7.50.) 
In this book, the result of a study sponsored 

by the Brookings Institution, Professor Nelson 
analyzes the current situation of the American 
railroad industry in twelve well-written chap- 
ters and an extensive appendix. Included in 
Part I, “Basic Factors in the Railroad Prob- 
lem,” is a discussion of the declining share 
of total freight and passenger traffic going 
by rail and the diversion of high-grade rail 
traffic to trucks. Also in Part I the subject of 
governmental promotion of non-rail transport 
facilities (highway, waterway, and air) is 
treated, as is the role of public regulation in 
the problems of the railroads. In connection 
with the latter, Nelson analyzes the Cabinet 
Committee Report of 1955 and concludes that 
regulation has denied the railroads an oppor- 
tunity to make their cost advantage effective 
by frequently holding railroads to a parity 
of rates with motor carriers. The author also 
discusses the effects of traffic shifts on the 
transport economy, pointing out the excess 
capacity which exists among America’s rail- 
roads. He questions whether trucking is the 
most efficient form of transport even in cases 
where significant diversions of trafic from 
rail to truck have occurred. Chapter 7 con- 
tains a discussion of the inadequacy of rail- 
road earnings and capital formation. 

In Part II, “Steps Toward a Solution,” 
Nelson presents his ideas of the means by 
which the problems of the railroads might be 
solved. He discusses the long-term trends in 
rail productivity and the technical efficiency 
trends in specific operating areas, along with 
the question of efficiency in the use of labor 
by the railroads. Also discussed is the passen- 
ger deficit, including an analysis of the deficit 
for particular railroads. Chapter 10 contains 
a discussion of railroad pricing in which 
Nelson says, “In no area of railroading is 
there more need for a fundamental review of 
past policies than in pricing” (p. 327). Nelson 
states that the railroads cannot solve pressing 
traffic-diversion and traffic-generation prob- 
lems unless they devise ways of pricing indi- 
vidual services more successfully. Among his 
suggestions are the reduction of rates that 
move no traffic or only small amounts of 
competitive traffic and the reduction of rail 
rates under competitive truck rates or private 
trucking costs in order to offset inferic: rail 
service. It is Nelson’s belief that “selective 
competitive pricing” would place rates on the 
various commodity groups and for hauls of 
varying length more closely in line with rail 
unit costs than is now the case and that such 
rate-structure changes are inevitable if the 
lowest-cost transport is to be promoted. In 
the final chapter of Part II the author dis- 
cusses rail modernization and investment needs 
and presents various estimates of railroad 
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capital needs for the next few years. The 
emphasis in this chapter is on the need for 
railway modernization, such as greater use 
of roller-bearing freight cars and centralized 
traffic control in order to improve economy of 
operations and service provided to shippers. 

In the last chapter of the book the author 
concludes that railroad management can help 
to improve the status of American railroads 
through efficiency improvements and cost re- 
duction including reducing unneeded labor, 
action on passenger-train deficits, moderniza- 
tion of pricing, and substantial capital invest- 
ment. The federal government, according to 
Nelson, can aid the railroads by being more 
neutral in its treatment of the various trans- 
port agencies, by the adoption of user charges 
for all major transport facilities, and by re- 
defining the economic goals of regulation and 
restricting its tasks to the issues whose reso- 
lution cannot be entrusted to the market place. 
Included in the latter recommendation is 
Nelson’s suggestion that the National Trans- 
portation Policy be repealed in its present 
form and replaced by a new declaration of 
policy which would give appropriate emphasis 
to competition and freedom for low-cost trans- 
port agencies to compete for traffic. The author 
states that “There will not be effective com- 
petition unless the advantages of low-cost car- 
riers and agencies can be reflected in their 
rates and unless active price and service com- 
petition is permitted” (p. 433). Nelson says 
that substantial relaxation of Interstate Com- 
merce Commission regulation is required in 
addition to that authorized by the Transporta- 
tion Act of 1958 both to strengthen the position 
of the railroads and to obtain the full advan- 
tages of competition and economy in transport. 

Certainly, the railroad situation could be 
improved by more freedom in rate making, 
the imposition of user charges on the sub- 
sidized agencies of transport, by more efficient 
railroad operating procedures, etc. Unfortu- 
nately, neither railroad management nor the 
government, particularly the ICC, have shown 
sufficient inclination to put into effect the 
recommendations the author makes. As a re- 
sult, since the data for this book were as- 
sembled, the railroad position has deteriorated 
still further. 

Nevertheless, the author and the Brookings 
Institution have made a notable contribution 
to the study of transportation, and, although 
competing agencies will no doubt accuse the 
author of being “pro railroad,” this book, if 
read by railroad managers, Congressmen, and 
members of the ICC, can be of great help in 
solving the problems of present-day railroads 
—problems that threaten to make it impossible 
for the United States to have adequate and 
efficient transportation. 


DONALD V. HARPER 
University of Minnesota 
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PACKAGING FOR SALES AND SHIPMENT, AMA 
Management Report. (New York: American Man- 
agement Association, Inc., 1959. Pp. 155. $3.75.) 


This book consists of a series of “case study” 
reports by nineteen individuals who originally 
presented the data at the 1959 National Pack- 
aging Conference in Chicago. The reader, 
therefore, will not find this book to be a handy 
reference of the “principles of packaging.” 
Rather, he will find a series of well-documented 
case histories of specific packaging problems. 

For ease in reading, the material is grouped 
under four main headings. Under “Packaging 
for Consumer Sales,” eight different case 
studies are presented by persons engaged in 
selling their own branded products for con- 
sumer purchase. They cover various important 
packaging poblems, such as: 

1) The importance of design of packages 
which are retailer oriented to enhance 
the possibility of securing shelf space. 

2) The combined merchandising, packaging, 
a:.d display concept required to increase 
the average expenditure for a family 
of products. 

3) The creation of a quality image for a 
specialty line. 

4) How one company “remodeled” its exist- 
ing packages of a product widely used, 
which are distributed through several 
types of outlets. 

5) The functional requisites of packaging. 

The majority of these reports are illustrated 
with specific examples of the products of that 
writer’s Company. The variety of packaging 
problems are such that almost everyone can 
recognize a kindred one. The case history 
method of discussion is welcome in that “pack- 
aging principles” are discussed in reference 
to specific products and marketing environ- 
ment. 

The second section, “Some New Materials 
and Applications,” is devoted to explaining the 
growing use of cardpacks, aluminum as a 
can-making material, aerosols, and pressure- 
sensitive tapes. These are not case studies 
but a list of reasons why these materials should 
be considered in developing “the package” for 
your product. Present successful uses are 
shown as well as a discussion of the product 
and merchandising characteristics which 
should be considered in using these “new” 
packaging materials. It is an idea-provoking 
section. 

The third section, “Packaging for Ship- 
ment,” discusses packaging research, military 
packaging, and some new materials for ship- 
ping containers. This section may not be suffi- 
ciently specific for the shipping expert, yet 
may be too specific for the people with a 
general interest in packaging. 

The last section, “Some Improved Packaging 
and Handling Operations,” consists of three 
specific studies. They cover: 
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1) A systematic method of achieving cost 
reduction. 

2) A method of co-ordinating packaging 
specifications with data-processing equip- 
ment used in production control. 

8) A method of combining packing with the 
filling of consumer orders for service 
parts, called “picking and packing.” 

The explanations are good and should be 

helpful to people having similar problems. 

This book, therefore, is not a book in the 

usual sense in which one author is developing 
his own thesis. Rather, it is a series of short 
articles, each developing one specific idea 
which is not related to the others, except that 
all are in the broad field of packaging. 


KENNETH G. STUART 
Eastman Kodak Company 


GASOLINE PRICING IN OHIO, by Edmund P. 
Learned and Catherine C. Ellsworth. (Boston: 
Harvard University, 1959. Pp. xx, 258. $9.00.) 


Readers of this journal, who, for one reason 


‘or another, have attended those annual meet- 


ings at which economists gather in great twit- 
tering flocks will have been impressed by the 
frequency of recurrence of the following 
phenomenon: 
There will be presented a paper which spins 
out a gossamer web of theory of the finest 
denier. When the production is complete in 
all its elegance, the author in tones of quiet 
satisfaction inevitably concludes thus: “Of 
course, much empirical research is needed 
to test the propositions here advanced.” 
Yet, oddly enough, the memory of living 
man runneth not to the occasion on which the 
results of such a research were actually 
reported. 
Thus the venture which Professor Learned 
and his co-author, Miss Ellsworth, have here 


_undertaken is one meriting a bravo, not to 


say an huzza. Economics, if it is ever actually 
to merit the label of “science” which it has 
modestly pinned on itself, will need to do a 
good deal more of this kind of painstaking 
examination of reality and a good deal less 
web-spinning. 

At the same time, a proper respect for the 
sensibilities of the potential reader requires 
that a warning be posted. It would be rather 
less than candid to suggest that this book 
reads like a novel. It reads, indeed, like what 
it is—a careful, detailed report of a careful, 
detailed piece of research. 

Accordingly, the casual reader will fre- 
quently find the going a bit sticky. For him, 
the relevant analysis of this book can only be 
a paraphrase of the all-time classic book re- 
view by a female seventh-grade student in 
respect to a book about elephants. It read in 
its glorious entirety: “This book tells me more 
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about elephants than I really care to know.” 

Learned and Ellsworth tell the average 
reader more about pricing in the oil industry 
than he will care to know. 

But for the concerned reader, it is the 
authors’ intent—one which, on the whole, they 
achieve handsomely—to describe the processes 
by which retail gasoline prices are determined 
and to isolate certain economic implications 
of these processes. Their frame of reference 
is the state of Ohio, a framework dictated by 
a number of practical considerations. Ohio 
provides, in fact, a very handily bounded 
microcosm so far as gasoline marketing is 
concerned, and there is no reason to conclude 
that the generality of the results is prejudiced 
by the fact that Learned and Ellsworth have 
focussed their attention on one state. 

Indeed, this study has a good deal more 
generality than its title suggests. The authors 
set about to observe, describe, and evaluate 
what happens in a specific situation of 
(acknowledged) price leadership, They find 
that the price leadership in this case is clearly 
of the “barometric” type—i.e., that the price 
leader did only what in any market someone 
has to do: set the price—and that the results 
of his leadership are socially acceptable. In 
many textbooks the phrase “price leader” is 
more a denunciation than a description; for 
such dramatic but undocumented generaliza- 
tions this study should be an effective leaven. 

The essence of this useful book is contained 
in three chapters: Chapter I—Introduction, 
Chapter II—The Ohio Retail Consumer Market 
for Gasoline, and Chapter XII—Summary and 
Conclusions. Without qualm or guilt-feeling, 
the general reader may content himself with 
a careful perusal of these fifty pages. The 
balance of the book will be of interest chiefly 
to marketing research methodologists, to oil 
industry economists, and to the general econ- 
omist whose interests run to the process of 
price-making. 

BLAINE M. COOKE 
Standard Oil Company (Indiana) 


STATE INCOME DIFFERENTIALS 1919-1954, by Frank 
A. Hanna. (Durham, N. C.: Duke University Press, 
1959. Pp. xix, 268. $7.50.) 


This book is a major report on research 
findings. It should be of inestimable value to 
all those who work with State data, such as 
planning officials or industrial development 
staffs, as well as to others engaged in assem- 
bling and using information for particular 
states. It gives an insight into the development 
of state differentials in income payments as 
they exist today and also opens up areas of 
exploration on what goes into the creation 
of income in the various states. The weaknesses 
and problems both of the measurement tech- 
niques and of the data available for these 


measurements also play a significant part in 
the discussion. The sum total is a product 
which will contribute to the understanding of 
one of the complex concepts which, in recent 
years, has come into widespread use. 

The Hanna report starts with the official 
estimates of Personal Income by States as 
reported by the Office of Business Economics, 
supplemented by the earlier estimates by 
Maurice Leven so that the series could be 
extended back to 1919. The differences between 
the States over time shown by these estimates 
are submitted to probings and analyses as 
to their cyclical, secular, and irregular behav- 
ior. The estimates are then taken apart and 
their components examined. The examination 
then turns to other data by states to see if 
reasonable explanations can be found for the 
state differentials. The principal materials 
examined are the occupational structure and 
earnings, industrial structure and earnings, 
age and labor force composition, and city-size 
differences. The data examined include pub- 
lished and previously unpublished material 
from the Office of Business Economics and the 
Bureau of the Census. 

The project which led to this report under- 
took to work with a great many handicaps. 
States are often large heterogenous units that 
do not often lend themselves to simple analyses. 
The income concept itself is subject to many 
difficulties of description and measurement. 
Data from different sources which have to be 
used for comparisons are subject to factors 
which limit their comparability. Finally, there 
is the problem of trying to deal with a com- 
plex of 48 diverse areas in a single frame- 
work. It is difficult to say whether the attempt 
was entirely successful, but an enormous 
amount of detail has been examined and the 
findings reported, both in terms of positive 
and negative results. 

Hanna demonstrates an understanding of 
the material with which he dealt and has gone 
to considerable lengths to prepare summary 
rates and indexes to reduce the complexities 
of his presentation. For example, state rate- 
constant earnings for wage and salary workers 
have been computed to study differences due 
to varying state occupational compositions. 
This has been done by weighting the national 
average annual earnings by the number of the 
experienced labor force attached to that occu- 
pation, as reported by the 1950 Census of 
Population. A similar rate-constant measure 
was also computed to study differences among 
the states in industrial composition. 

The statistical tools which appeared appro- 
priate have been used with skill and the mathe- 
matical symbols are confined to a few foot- 
notes and to an appendix. Full discussions 
of the techniques and of the results and their 
implications are given. Perhaps Hanna has 
been too conservative in drawing conclusions, 
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but this should make the material more valu- 
able as a starting point for further research. 
Hypotheses suggested by this work, which need 
further exploration, are presented throughout 
the book. 

As an illustration of the type of conclusion, 
we might mention briefly the result on city- 
size categories. It is reported that differences 
(in State income) among regions tend to 
be larger than the differences among city-size 
categories. It is suggested that city-size as a 
composite summary of demographic and eco- 
nomic forces in the investigation of regional 
income differentials should be ignored. Alterna- 
tives more likely to yield fruitful results are 
suggested, though the arduous nature of the 
alternative proposal is recognized. 

Generally, this book is commended to all 
who work with State data, not only those who 
are interested in State income data. Those 
interested in a particular geographic area are 
more likely to arrive at specific conclusions 
than the author who is attempting to deal 
with the 48 States as a whole. The digging 
needed to extract the mineral applying to a 
particular problem should yield more than 
enough ore to make the effort worth-while. 


MORRIS B. ULLMAN 
Bureau of the Census 


THE COMPILATION OF MANUFACTURING STA- 
TISTICS, by Frank A. Hanna. (Washington, D. C.: 
1 $s. a Printing Office, 1959. Pp. xiv, 233. 

1.75. 


This is a solid, scholarly work that presents 
within its pages the first comprehensive treat- 
ment of the collection of domestic manufac- 
turing statistics. It is comprehensive in terms 
of scope and in its coverage of the conceptual 
bases of the major subdivisions of the activity. 
Starting with the need for manufacturing data, 
the discussion moves thoughtfully through all 
phases of collection from the mechanics of 
origination of surveys to the distribution of 
final reports. ‘ 

Much of the information contained in the 
book is, and has been, available elsewhere, 
but, as the experienced user of manufacturing 
statistics will testify, introductory sections and 
appendixes of many reports and bulletins 
would have to be scrutinized before the factual 
material presented on past censuses, alone, 
could be assembled. While the author does 
deserve much praise for collection of factual 
material, it is not in this area that he makes 
his most significant contributions. These he 
makes in the qualitative discussions of the 
alternatives, criteria, objectives, and concepts 
that must be considered in planning a census, 
a survey, or a system for classifying industrial 
activity. 

This book will provide the general reader 
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with an insightful tour of the world of manu- 
facturing statistics and should render him 
free of any naive impressions he may have 
of the proportions of the task of collecting 
them. Readers interested in special areas of, 
and problems involved in, the compilation proc- 
ess will find well-integrated treatment of all 
substantive aspects, with special emphasis on 
the evolution of the underlying conceptual 
framework. Both groups of readers should 
come away from the discussion with an added 
measure of respect for the personnel of the 
Census Bureau and for the level of compe- 
tence that they bring to their work. 

Both experienced and potential users of 
manufacturing statistics should benefit from 
the author’s discussion of the classification of 
industrial activity. His treatment will doubt- 
less lead many readers to gain new perspec- 
tive on the subject and should, by so doing, 
make them better observers and more critical 
users of the Standard System. Those who will 
read about the Standard System for the first 
time in this book will benefit from the author’s 
approach. It is one of the best treatments of 
the subject the reviewer has read. Certainly 
it is the most comprehensive of the discussions 
currently available. 

The problem of communicating census or 
survey objective. to respondents are cited fre- 
quently throughout the text. In one such pas- 
sage reference is made to a type of question- 
naire called a “Shuttle Form.” This form 
provides space for reporting data for con- 
secutive periods and literally shuttles back 
and forth between the Bureau and the respond- 
ent. It is proving advantageous from a number 
of standpoints, not the least of which is the 
familiarity the respondents develop with re- 
spect to the reporting job that must be done. 
Bureau personnel make notes directly on the 
form and in this way it also serves as a log 
for corrections and clarifications. 

A not unfamiliar situation that should amuse 
readers is revealed in the spectrum of industry 
attitudes reflected. At one extreme we read of 
those few who write their Congressman or 
Senator complaining about the length of ques- 
tionnaires they receive, or the ridiculousness 
of some of the questions asked. At the other 
extreme we find the groups that want ex- 
panded treatment of the data collected from 
the firms in industries in which they are espe- 
cially interested. In the middle we find those 
reflective enough to recognize the absolute nec- 
essity of the compilation of manufacturing 
data and who are, therefore, willing to assist 
the Census Bureau in its efforts to minimize 
the burden placed on industry. They furnish 
this assistance by serving on industry com- 
mittees formed to advise the Bureau on the 
scope and content of proposed surveys. 

Many users of manufacturing statistics will 
read the description of the Bureau’s classified 
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industrial directory with ~enuine longing. This 
will be especially true of those who have occa- 
sion to draw samples from industrial popu- 
lations and who must, perforce, depend upon 
the many and varied directories and listings 
of industrial firms published by all manner 
of governmental and commercial agencies. It 
will not be surprising if many readers, on 
learning of the quality and potential avail- 
ability of this directory, write the Bureau and 
even their Congressmen, urging release of, at 
least, listings of plants showing industry and 
mailing addresses. There would seem to be 
good arguments in favor of a limited release 
of this sort. Surely many of the firms who 
would want such listings would be regular 
participants in censuses and surveys. 

Beyond the feeling that the organization of 
the discussion might be slightly improved by 
reversing the order of the second and third 
chapters, and the conviction that a more de- 
scriptive title would prove advantageous to 
all, including potential readers, the reviewer 
has nothing but praise for this book. I am 
confident that it will becomes required reading 
in most Economics Departments, Certainly it 
is a “must” for those who are users of manu- 
facturing statistics. 


LESLIE J. WARD 
Acme Steel Company 


OPERATIONS RESEARCH: METHODS AND PROB- 
LEMS, by M. Sasieni, A. Yaspan, L. Friedman, (New 
York: John Wiley & Sons, Inc., 1959. Pp. xi, 316. 
$10.25.) 


This is an excellent text for an introductory 
course in operations resarch. It is also the best 
place for any person without prior acquaint- 
ance with the field to gain a working knowl- 
edge of many operations research methods 
currently in use. 

A mathematical sophistication is required 
which is approximately equal to the first two 
years of calculus as taught in an engineering 
school plus enough probability to work with 
the mathematical notion of expected value. 
Certain sections, notably that on linear pro- 
gramming, do not, however, require this. 

For someone in marketing there is not too 
much here that can simply be pulled out and 
applied. An exception is the possible applica- 
tion of linear and dynamic programming to 
certain cost problems in distribution, e.g., the 
“transportation problem” and the “warehouse 
problem.” Many other methods in the book 
will eventually find application in marketing, 
but with the present state of the art these 
applications are likely to involve fairly imagi- 
native research as opposed, say, to plucking 
formulas and algorithms out of the book. 

The format of the book is conductive to 
self-study and to understanding the applica- 
tions of the theory: Presentation of theory 


is followed by worked out problems and then 
by problems for solution. 

The contents of the principal chapters with 
a few comments on each follow: 

Probability. A self-contained review of ele- 
mentary probability as needed in the rest of 
the book. It would be difficult, however, for 
a person with no prior knowledge of prob- 
ability to develop a working facility from so 
short a treatment. 

Inventory. How to set up and solve ele- 
mentary inventory models. 

Replacement. Models and solutions for deci- 
sion problems in replacing equipment that 
deteriorates with time and items that fail 
completely. 

Waiting Lines. A variety of queuing models. 
There are some potential marketing applica- 
tions here in the number of clerks required 
in retail stores and other customer service 
operations. 

Competitive Strategies. Game theory and 
some competitive bidding situations. 

Allocation. The title is a misnomer since the 
content is purely linear programming: the 
assignment and transportation problems and 
the simplex method along with some applica- 
tions. 

Dynamic Programming: A clear exposition 
of the basic idea with arplications to the 
warehouse problem and sume inventory models. 

It should be emphasized that the book is 
introductory in nature. For example, each 
chapter takes up a topic for which whole books 
are available, Certain fairly specialized topics, 
such as search theory, have been omitted. The 
book, however, does its job well. It gives a 
clear introduction to a collection of important 
quantitative methods for solving operational 
problems. 


JOHN D. C. LITTLE 
Case Institute of Technology 


AMERICAN DRUGGIST DIRECTORY OF DRUG 
MARKETS. Dan Rennick, editor. (New York: Ameri- 
can Druggist, 1960 edition. Pp. 290. $15.00.) 

The American Druggist has aptly titled this 

a “Directory of Drug Markets,” as it contains 

the names, addresses, occupations, and business 

hours of people engaged in the physical dis- 

tribution of drugs in each area of the U.S. 

Specifically, it is a listing of: 

. Wholesale drug houses 

. Chain drug headquarters 

. Manufacturers sales agents 

. Department stores with Rx departments 

Pharmacy colleges 

. Pharmacy associations 

. Pharmacy boards 

. Daily newspapers servicing the area 

. Radio and T.V. stations covering the area 
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It is detailed as to the names of buyers, office 
hours, number of stores, salesmen, etc. In a 
sense, this directory is almost like a yellow 
page section listing of a telephone book, or 
even an address book of the people and out- 
lets to contact to get distribution and local 
advertising for each market in the United 
States. 

The authors are not very definite in stating 
recommended uses, but since it is a qualitative 
marketing tool, it probably finds its greatest 
use in the beginning stages of entering a new 
market, to get distribution and advertising 
started in each regional area. This directory 
would have to be used in conjunction with a 
quantitative index, such as the Hearst Cor- 
poration’s “Buying Power Index” or Sales 
Management’s “Survey of Buying Power,” to 
find the largest regional markets. 

The use of the Directory would be limited 
to some extent since it is centered around 
wholesale and chain store headquarter cities. 
Many fairly large cities that do not have drug 
wholesalers or chain store headquarter offices 
are not listed. A company marketing its prod- 
ucts direct to retail outlets would find a void 
here, because of this limitation. 

This Directory is the only one of its kind 
we have seen and probably will be most useful 
to the Field Sales Manager with a small or 
regional sales operation. 


A. B. HUELLMANTEL 
Upjohn Company 


PROGRAMMING BUSINESS COMPUTERS, by Daniel 
D. McCracken, Harold Weiss and Tsai-Hwa Lee. 
(New York: John Wiley & Sons, Inc., 1959. Pp. xvii, 
510. $10.25.) 


This book fills a major need in the pro- 
gramming area. It is aimed at those people 
who do not have a mathematical background, 
but who do have a desire to learn programming 
computers. The purpose of the book is to help 
them understand the basic concepts of pro- 
gramming and using computers for business 
data processing but not to train them in the 
use of any particular machine. Many of the 
problem areas encountered by the authors in 
their own experiences are noted throughout 
the book, as are their suggested solutions. Both 
the practical and the theoretical aspects of 
programming are included. 

The textbook method of presentation is used, 
the book being organized for a one or two 
semester course. A summary and a list of 
questions are appended to each chapter. In 
general, the book is well written and fairly 
easy to read. However, it is not for the casual 
reader. The basic concepts which it presents 
require that the reader study and carefully 
follow the examples that are given. 

The authors develop a hypothetical com- 
puter, called DATAC, to use for their exam- 
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ples. This computer is given features that are 
similar to those found in computers on the 
current market. Using a simple coding struc- 
ture for DATAC, they are able to describe 
most of the standard coding techniques used 
to program present day computers. The fact 
thet DATAC is an imaginary computer does 
not lessen its effectiveness as a teaching device. 
Each new generation of computers brings out 
different machine languages and learning 
DATAC’s language is as educational as study- 
ing any other. 

The book can be divided into three main 
parts. Part I, the first four chapters, provide 
background. The need for computers for data 
processing is briefly discussed, the organization 
of data into files is outlined, and the flow 
charting of data processing procedures is 
presented along with several examples. The 
fourth chapter explains the logical organiza- 
tion of a “data processor” or computer. 

The second part of the book, extending 
through chapter twelve, is concerned with the 
coding of data processing problems. The de- 
tails of the function and use of each of the 
instructions of DATAC are explained. Ex- 
amples are used extensively throughout the 
book. They are simple and easy to follow and 
use terminology and data with which persons 
interested in business administration are nor- 
mally familiar. This part of the book needs 
to be studied very carefully by the reader in 
order to be understood; its detail requires more 
than light skimming. 

The last part is concerned more with pro- 
gramming aspects than with coding. The 
definition of programming as given in the 
glossary of the book differentiates it from cod- 
ing as follows: “To plan the method of attack 
on a specified and defined problem for com- 
puter solution. Distinguished from coding by 
the fact that coding means writing instruc- 
tions, whereas programming is symbolized by 
the drawing of flowcharts.” Some of the 
aspects covered are magnetic tape handling, 
aids to coding, sorting, and techniques for 
more efficient use of the computer. The 
authors emphasize that the use of magnetic 
tape should be programmed to process data 
most efficiently. Information on tape needs 
to be organized for rapid access and for ease 
in identification, which requires labeling and 
controls to insure that data may be recog- 
nized and neither lost nor destroyed. Tech- 
niques are also available to the programmer 
to assist him in setting up and doing machine 
coding. Because many reports are required 
in a different sequence than in the file from 
which the information is taken, the sorting or 
ordering of data is important. Several dif- 
ferent methods of sorting are presented. With 
experience on computers, personnel have found 
ways to make better operational use of com- 
puters. Many of the techniques in use are 
described. 
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In the final two chapters information is 
given on the planning necessary to put systems 
and procedures on a computer. This includes 
the steps necessary to do the initial planning 
as well as checks and balances which can be 
built into computer programs. Included in 
the appendix is a diary kept by a programmer 
during the conversion of a program to a com- 
puter from a manual procedure. Besides be- 
ing interesting, this diary points out many of 
the practical problems which normally are 
encountered in programming work. 


While the book was written as a textbook, 
there is much in it that recommends it as a 
reference tool also. The authors have in- 
cluded much valuable experience which they 
have learned the hard way. If the pitfalls 
and booby traps described in the book are 
noted and learned beforehand by beginner 
programmers, their workload will be lightened 
considerably, 


KENDALL R. WRIGHT 
University of California 


—MARKETING MEMO---———— 


Psychology and Advertising .. . 


In 1895 a Printers’ Ink editorial said: “Probably, when we are 
a little more enlightened, the advertisement writer, like the 


teacher, will study psychology.” 


MARKETING MEMO- 


The Problem of Advertising Research .. . 


True research . . . looks forward to something new. What we 
call research is nothing but semi-scientific hindsight. It looks 
backward to security, not ahead to adventure. 


—Charles H. Brower 
quoted in Advertising Age, Vol. 25 
(April 26, 1954), p. 71. 


MARKETING MEMO 


Marketing Information... . 


Modern industry with its large-scale operations tends to create 
a gulf between the customer and those responsible for guiding 


the destiny of an institution. 


We can no longer depend upon 


casual contacts and personal impressions—our business is too 
big; our operations are too far-flung. 


—aAlfred P. Sloan, Jr. 
Message to Stockholders 
(General Motors Corporation, 1933). 
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UNIVERSITY OF MINNESOTA 
Minneapolis, Minnesota 


DIRECTORS (1960-61) 
John A. Howard 
PROFESSOR OF MARKETING 
UNIVERSITY OF PITTSBURGH 
Pittsburgh 13, Pennsylvania 


Joe Belden 
PRES., BELDEN ASSOCIATES 
Dallas, Texas 


Charles G. Brown 

MARKETING RESEARCH 
DIRECTOR 

CARNATION COMPANY 

Los Angeles 36, California 


Harold L. Jenkins 
Vice PRESIDENT AND 
DIRECTOR OF RESEARCH 
TRADERS NATIONAL BANK 
Kansas City 6, Missouri 
E. Raymond Corey 
ASSOCIATE PROFESSOR OF 
BUSINESS ADMINISTRATION 
HARVARD BUSINESS SCHOOL 
Boston 63, Massachusetts 
John D. Louth 


Ben E. Edscorn SENIOR CONSULTANT 
DIRECTOR MARKETING RESEARCH McKINsEY & COMPANY 
INTERNATIONAL SHOE COMPANY San Francisco 4, California 
St. Louis 3, Missouri 


Nathaniel R. Kidder 
PRESIDENT, KIppER & COMPANY 
Cambridge 38, Massachusetts 


John F. Maloney 
George A. Edwards DIRECTOR OF RESEARCH 
DIVISION MANAGER Reader’s Digest ASSOCIATION, 
CANADIAN OIL COMPANIES INC. 
Montreal 22, Quebec, Canada New York 17, New York 


UNIVERSITY OF PENNSYLVANIA 
Philadelphia 4, Pennsylvania 


Vice President 

(Education) 

William R. Davidson 

PROFESSOR OF BUSINESS 
ORGANIZATION 

THE OnI0 STATE UNIVERSITY 

Columbus, Ohio 

Secretary 

Miss Margaret L. Reid 

MANAGER OF MARKET RESEARCH 

MONSANTO CHEMICAL COMPANY 

Springfield, Massachusetts 


Vice President 
(Marketing Research) 

Dik Warren Twedt 
PRESIDENT 

Faison & Twept, INc. 
Chicago 11, Illinois 


(Association Development & Promotion) 
Frank W. Archer 

Mer., RETAIL DISTRIBUTION PLANNING 
GENERAL ELECTRIC COMPANY 
Louisville, Kentucky 


Stuart W. McFarland 
CHAIRMAN, DIVISION OF 
BUSINESS ADMINISTRATION 
JACKSONVILLE UNIVERSITY 
Jacksonville 11, Florida 


Robert V. Mitchell 
PROFESSOR OF MARKETING 
UNIVERSITY OF ILLINOIS 
Urbana, Illinois 


Dilman M. K. Smith. 

VicE CHAIRMAN OF THE BoarpD 
OPINION RESEARCH CORP. 
Princeton, New Jersey 


Richard E. Smoker 

MARKETING RESEARCH DIRECTOR 
ALLSTATE INSURANCE COMPANY 
Skokie, Illinois 


Thomas A. Staudt 

HEAD, DEPT. OF MARKETING 
MICHIGAN STATE UNIVERSITY 
East Lansing, Michigan 


Charles E. Swanson 
MANAGER OF RESARCH 
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Philadelphia 5, Pennsylvania 
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Theodore W. Kober (Chairman) 


Hugh G. Wales 


DIRECTOR OF MARKETING PROFESSOR OF MARKETING 
Vickers & BENSON, LTD. UNIVERSITY OF ILLINOIS 
Toronto 1, Canada Urbana, Illinois 


Ralph L. Westfall 
PROFESSOR OF MARKETING 
NORTHWESTERN UNIVERSITY 
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American Marketing Association 
Vance E. Lockhart 


Edward C, Bursk 


HARVARD BUSINESS SCHOOL 
Boston 63, Massachusetts 
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Shelby A. Robet, Jr. 
MARKET RESEARCH DIRECTOR 
Pet MILK Co. 

St. Louis 1, Missouri 
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Specialists 
in Market 
Research 
Tabulations 


A complete 
tabulating service 


JOHN FELIX 
ASSOCIATES 


3 EAST S4TH STREET NEW YORK 22, NEW YORK 


PLaza 1-2050 
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The Ford Foundation announces the publication 
of the winning theses in its first annual 
Doctoral Dissertation Competition In 
Business Administration and Related Disciplines 


The winning dissertations, to be published in book form by Prentice- 
Hall, Inc., were completed during the academic year 1958-1959 by 
doctoral candidates in business administration and other fields rele- 
vant to the study of business problems. 


The competition is intended to provide widespread recognition for 
distinguished doctoral research in business administration and the 
disciplines underlying that profession, and to encourage the writing 
of other outstanding dissertations. 


The Doctoral Dissertation Competition is being conducted for a 
second year in 1959-1960 and may be repeated in subsequent years. 
Information may be obtained from the Ford Foundation, Program 
in Economic Development and Administration, 477 Madison Avenue, 


New York 22, N. Y. 


Dissertations in Business Administration 

Computer Models of the Shoe, Leather, Hide Sequence 
KALMAN J. COHEN, Graduate School of Industrial Administration, Carnegie 
Institute of Technology. Explores the suitability of computer simulation as a 
tool in the study of business behavior. 

Budget and Control and Cost Behavior 

ANDREW C. STEDRY, Graduate School of Industrial Administration, Carne- 
gie Institute of Technology. Considers the problems of budget contro] in terms 
of Economics, Psychology, Organization Theory, Mathematics, and Accounting. 


Dissertations in Related Disciplines 

The Structure of a Retail Market and the Market Behavior 
of Retail Units 

BOB R. HOLDREN, Dept. of Economics, Yale University. Observes the market 


behavior and decision-making in a group of supermarkets in order to develop 
a more adequate theory of retail competition. 

Polya-Type Distributions in Renewal Theory, with an Appli- 
cation to an Inventory Problem 

FRANK PROSCHAN, Dept. of Statistics, Stanford University. This thesis 
offers a mathematical solution for determining the number of spare parts re- 
quired for a compliceted system, placed in service for a given length of 
time. 

Some Personality Determinants of the Effects of 
Participation 

VICTOR H. VROOM, Dept. of Psychology, University of Michigan. Studies 
supervisors in a large company to determine how participation in decision- 
making affects the motivation of persons with different personality character- 
istics. 

Four of the theses were published in May, with Dr. Holdren’s to 
follow in the summer. In order to achieve maximum distribution 
of the dissertations to interested students and teachers, the Ford 
Foundation has subsidized their publication. Prentice-Hall has 
contributed its publishing services. The five volumes are being 
offered to teachers, students, and libraries of educational institutions 
below cost, at $1 each, postpaid. In ordering copies at this educa- 
tional price, please be sure to mention your academic affiliation, and 
to enclose payment with your order. (The books will be available 
to the general public through bookstores at $4.50 each.) Address 
your order to: 


Box 903, Dept. JM 
Prentice-Hall, Inc. Englewood Cliffs, N. J. 


Put This 
COMPUTING 


Your Payroll for BIGGER SALES 


Have you explored the possibilities of today’s electronic com- 
puters in sales forecasting? 

To make it possible for you to do this (and without having 
to install your own equipment), STATISTICAL provides 
computer service on a pay-only-as-used basis. It’s the prac- 
tical way to take advantage of the fastest and most accurate 
method of data-processing available. And the low cost is 
within easy reach of even the modest budget. 


To illustrate how this service can be adapted to sales prob- 
lems, a manufacturing organization had to estimate the 
size of a new product’s potential market. They decided to handle the job 
using multiple regression techniques, but the formidable computations 
presented real data-processing problems until STATISTICAL’s com- 
puter service took over. 


Our 650 computer equipment correlated five characteristics of the 
client’s customers with sales to each customer, and developed a multiple 
regression equation predicting how much any customer of a given size 
and other characteristics would typically purchase. 

The report was ready in a week. It enabled the client to establish 
realistic sales quotas and to pin-point weak areas in advertising and sales. 

It costs you nothing to investigate this timely computing service. Why 
not contact our nearest office today? 


GENERAL OFFICES: 


STATISTICAL 


TABULATING CORPORATION Phone: HArrison 7-4500 


Established 1933 


TABULATING - CALCULATING + TYPING . 
TEMPORARY.OFFICE PERSONNEL Cleveland * Los Angeles * Kansas City 


Palo Alto * Van Nuys 


Chicago * New York * St. Louis * Newark 


San Francisco * Milwaukee * Philadelphia 
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A New Textbook 


INTERNATIONAL MARKETING 


By ROLAND L. KRAMER, Ph.D. 
Wharton School of Finance and Commerce 


University of Pennsylvania 


Here is a new book that deals with the actual conduct of international market- 
ing in a practical way and does not emphasize economic theory nor political as- 

cts. The whole field of international marketing is treated in a unique export- 
import fashion. Both the export and the import implications and applications of 
international marketing organizations and methods are discussed at the same time. 

Dr. Kramer, the author of INTERNATIONAL MARKETING, is an expert 
in the field. He has been studying and writing on this subject extensively for | : 
many years. For twenty-five years he devoted a part of his time to the secretary- 
ship of a foreign trade association. 

INTERNATIONAL MARKETING is adaptable to a one- or a two-term 
course. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


THESE MARKETING 


DECISIONS YOUR PROBLEM? 


/f you sell to the new construction market, 
DODGE CONSTRUCTION STATISTICS 


can help you Ee 
ein determining whether you're losing or 
gaining ground in your market; ome poll 
e in making valid short-term predictions—to booklet 
control inventory, production and promotion; | F. W. Dodge Corporation, Dept. JM40 
e in setting realistic sales quotas; 119 West 40th Street, New York 18, N. Y. 


¢ in evaluating performance vs. potential for struction Statistics . . . for Better, Safer, 
individual salesmen and distribution outlets, | Profitable Business Decisions.” 


F.W. DODGE 
CORPORATION 


DODGE CONSTRUCTION STATISTICS oo 
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FOR A PROBLEM-SOLVING 
APPROACH DESIGNED TO 
PROVIDE YOU WITH 
MEANINGFUL AND 
PRACTICAL INFORMATION 


FORBES RESEARCH AND CONSULTING SERVICES 
e Industrial e Consumer » Shareowner 


For further information and brochure write: 
FORBES MARKETING RESEARCH INC. 
A subsidiary of Forbes Inc. 
70 Fifth Avenue ¢ New York 11, N.Y. e ORegon 5-7500 
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visual 
presentations 


will tell your story faster and more accurately with 
CLARITY ...IMPACT...and INTEREST 


CHARTMASTERS versatile facilities include ART, 
LETTERING, TYPE, and a complete SLIDE PRO- 
DUCING DEPARTMENT. 


Chartmasters can solve your 
next presentation problem! 


chartmasters 


INC. 
1020 N. RUSH STREET «+ CHICAGO 11, ILLINOIS 
SUperior 7-9040 


Chartmasters staff of experi- 
enced chartists and artists 
has solved many presenta- 
tion problems for such com- 
panies as: 


COMMERCE & INDUSTRY 


International Minerals & 
Chemical Corp. 
Motorola, Inc. 
Bell & Howell Co. 
Montgomery Ward 
International Harvester 
Edison Electric Institute 
Standard Oil Co. (Indiana) 


PROFESSIONAL SERVICES 


George Fry & Assoc. 
Booz, Allen and Hamilton 
American Medical Assoc. 
Market Facts, Inc. 

A. T. Kearney & Co. 


’ Arthur Young & Co. 


ADVERTISING AGENCIES 


Leo Burnett 
BBDO 

The Buchen Co. 
Tatham-Laird 
D'Arcy 
McCann-Erickson 
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Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From July, 1959, issue 
“The Challenge of Tomorrow’s Markets,” 
Hauser. 


“The Functions of Advertising in Our Cul- 
ture,” White. 


“A Marketing Appraisal of the Robinson- 
Patman Act,” Robbins. 


“The Inequalities of Television Franchises,” 
Sandage. 


“Intentions to Purchase Compared with Ac- 
tual Purchases of Household Durables,” 
Namias. 

“Revised Estimates of Food Expenditures,” 
Burk. 

“Forecasting Sales in Underdeveloped Coun- 
tries,”’ Copulsky. 

“How to Win or Lose Sales at the Point of 
Purchase,” McMurry. 

“The Elusive Element in Scientific Market- 
ing,” Weir. 

“Retailing in Brazil,” Taylor. 


From October, 1959, issue 


“Public Relations and the Challenge of the 
Marketing Revolution,” Lesly. 


“How to Evaluate Your Company Image,” 
Bolger. 


“Creative Marketing of Life Insurance,” 
Morrill. 


“The Scope of the Military Market,” Wei- 
denbaum. 


“Dealing with Missing Information in Sur- 
veys,”’ Lansing & Eapen. 


“Contributions of Sociology to Marketing,” 
Jonassen. 


“Sociologists and Marketologists,” Bartels. 


“A New Way to Determine Buying Deci- 
sions,” Pessemier. 


“Respectability for Marketing?” Borton. 


“Toward a Theory of Leisure-Spending Be- 
havior,” Fisk. 


From January, 1960, issue 


“Marketing’s Job For the 1960s,” Keener. 


“Economic and Marketing Predictions for 
1960,” Schweiger and Sprinkel. 

“Psychological Dimensions of Consumer De- 
cision,” Woods. 

“Decision Making in Industrial Marketing,” 
Hirsch. 


“Brand Perception as Related to Age, In- 
come, and Education,” Munn. 

“The Marketing Revolution,” Keith. 

“Suggested Changes in Census Classifica- 
tions of Retail Trade,” Entenberg. 

“European Markets and American Busi- 
ness,” Malcuit and Slesinger. 

“Effective Marketing of Jewelry,” Sarett. 

“IPSO in Industrial Advertising,” Kohlman. 


From April, 1960, issue 


“Growth and Profits Through Planned Mar- 
keting Innovation,” Levitt. 

“Retailing in the Soviet Union,’ Goldman. 

“Advertising, Mass Communication, and 
Tax Deduction,” Wedding. 

“The Distribution of Industrial Electrical 
Products,” Lewis. 

“Test Marketing of New Consumer Prod- 
ucts,” Ladik, Kent, & Nahl. 

“What Does Automation Mean to the Mar- 
keting Man?” Head. 

“Problems Peculiar to Export Sales Fore- 
casting,”’ Anderson, 

“Self-Service in Retailing,” Regan. 

“Myths About Convenience Food Costs,” 
Crist. 

“The Outlook for Capital Spending in the 
1960s,” Cullen. 

“Trends in State Margarine Legislation,” 
Ladd 

“Mathematical Models of Market Simula- 
tion,” Schenk. 


Reprints of all articles are available at the following prices (as long as the supply lasts) : 


Single reprint $1.00 
Two reprints 1.50 
Three reprints 1.80 


“Simple Surveys for Legal Evidence,” 
Payne. 
Four to 99, each $ .50 
First 100 40.00 


Additional 100s, each 20.00 


(Special prices for large quantities) 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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Recommended McGraw-Hill Books 


THE POWERFUL CONSUMER 
By Grorce Katona, University of Michigan. $6.50. 


A well-documented study supporting the thesis of the rationality of the American 
consumer and destroying the entire concept of the consumer as a puppet manipu- 
lated by “hidden persuaders.” A stimulating and controversial approach to 
economics and how it works in modern America. The author treats economics 
as a behavioral science, insisting that the consumer is a sane rational being who 
represents a stabilizing factor in today’s economy. 


CREDIT AND COLLECTION PRINCIPLES AND PRACTICE 
New Seventh Edition 


By Avsert F. Cuapin; and Georce E. Hassett, Jr., New York University. 
589 pages, $7.50. 


A revision of a very successful intermediate-level text, in which the author defines 
credit as a measurement of ability, It explains the nature of credit institutions 
and of persons involved in credit measurements. The book discusses the im- 
portant role that statement analysis plays in credit evaluation and points out the 
shortcomings of dependence on statement analysis. The new edition divides 
the study of credit into four groups: what credit is; how information is obtained; 
financial analysis; and collecting the account. 


SUCCESSFUL TELEVISION AND RADIO ADVERTISING, Second Edition 


By Gene F. Seenarer, Needham, Louis and Brorby, Inc., Chicago; and Jack 
W. W. Laemmar, J. Walter Thompson, Chicago. McGraw-Hill Series in 
Marketing and Advertising. 672 pages, $9.75. 


A completely new book and not merely a revision of SUCCESSFUL RADIO 
AND TELEVISION ADVERTISING. The change in title indicates the change 
in emphasis, reflecting the growth of television to its present position as the 
leading national advertising medium. The book’s broad scope covers the entire 
field of broadcasting from the point of view of the advertiser, the station, the 
network, and the agency. 


MANAGEMENT OF INTERNATIONAL OPERATIONS: Text and Cases 
By Joun FayeRweATHER, Columbia University. 604 pages, $9.50. 


This book is intended to advance the managerial knowledge and skill of students 
and businessmen concerned with the management of operations of international 
scope. It deals with all of the major areas of management action. The cases 
illustrate significant problems and management methods in each area. 


McGraw-Hill Book Company, Inc. 


copies on 


330 West 42nd Street New York 36,N.Y. | *PProvall 
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